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PREFACE

About the SSA Handbook

We are committed to keeping you informed of your rights and
obligations under the Social Security laws. This Social Security
Handbook is one of numerous publications about the Social Security
programs. It also contains brief descriptions of related programs
administered by other agencies. It is a readable, easy to understand
resource for the very complex Social Security programs and services.
The Social Security programs are so complex it is impossible to include
information about every topic. However, we have included what we
believe is the most common and helpful information.

In general, this version of the Handbook includes the provisions of the
Social Security Act (the Act), as amended through December 31, 2000,
regulations issued under the Act, and precedential case decisions
(rulings). In case of a conflict between the contents of the Handbook
and the Act, Regulations, and Rulings, the latter take precedence.

Organization and use of Plain Language

This 2001 edition of the Social Security Handbook complies with the
President's directive to use plain language in all written products
intended for the public. We have rewritten the Handbook to make the
content easier to understand by our readers. The material is now
organized in question and answer format so that you can find the
information you need faster and easier than before.

Do You Need More Information?

You may obtain clarification or assistance on Social Security matters at
any Social Security office or by calling the Social Security toll-free
telephone number, 1-800-772-1213.

If you want to purchase this Handbook and the following related
publications, they are for sale at the U.S. Government Printing Office
(GPO), Washington, D.C. 20402-9328. You may also review SSA
publications online at www.ssa.gov.

Compilation of the Social Security Laws

This is a two-volume set published biennially, following the end of each
congressional session. Volume | contains the Act, as amended and
selected provisions of the Internal Revenue Code. Volume Il contains
the Appendixes of the Act, and provisions of public laws and statutes




cited in the Act. It also includes other provisions of the Internal
Revenue Code and public laws, which affect the administration of the
Social Security Act but do not amend it.

Code of Federal Regulations

This publication includes sections under Title 20, Chapter 111, which
cover regulations on Federal retirement, survivors, disability
insurance, supplemental security income for the aged, blind, disabled,
and black lung programs. Sections under Title 42, Chapter IV, cover
regulations on health insurance. The Code of Federal Regulations is
compiled periodically. New regulations and amendments to regulations
are published in the Federal Register.

Rulings

Social Security Rulings and Acquiescence Rulings on retirement,
survivors, disability insurance, supplemental security income, and
black lung programs are published on a flow basis and may be
purchased individually or by annual subscription.

Your Comments are Welcome!

We would appreciate hearing your views about this Handbook. Please
mail your comments to:

Social Security Administration

Office of Process and Innovation Management
2136 West Low Rise Bldg.

6401 Security Boulevard

Baltimore, Maryland 21235-6401

This publication is not copyrighted. Please cite the Social
Security Handbook as the source of the information if
reproducing in full or in part.
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INTRODUCTION

100. Purposes of Social Security.

100.1. What are the purposes of Social Security?

The Social Security Act and related laws establish a number of
programs that have the following basic purposes:

A. To provide for the material needs of individuals and families;

B. To protect aged and disabled persons against the expenses of
illnesses that may otherwise use up their savings;

C. To keep families together; and
D. To give children the chance to grow up healthy and secure.

100.2. What programs are included under the Social
Security Act and related laws?

The following programs are included:
A. Retirement insurance;

Survivors insurance;

Disability insurance;

Hospital and medical insurance for the aged, the disabled, and
those with end-stage renal disease;

Black lung benefits;

Supplemental security income;
Unemployment insurance; and

Public assistance and welfare services, including:
Aid to needy families with children;
Medical assistance;

Maternal and child health services;
Child support enforcement;

Family and child welfare services;
Food stamps; and

Energy assistance.

100.3. What programs does the Federal Government
operate?

The Federal Government operates the retirement, survivors, disability,
hospital and medical insurance, black lung benefit, and the
supplemental security income programs. This Handbook is primarily
concerned with these programs.
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100.4. What programs are operated by the States?

The States, with Federal cooperation, operate unemployment
insurance, public assistance, and welfare services. They are discussed
briefly in Chapter 23

101. Obtaining a Social Security card.

101.1. What is a Social Security Number?

A nine-digit Social Security Number (SSN) identifies the record of
earnings an individual has in employment or self-employment covered
by Social Security.

101.2. How can you obtain a Social Security Number?

To obtain an SSN, ask for Form SS-5 (Application for a Social Security
Card) at the nearest Social Security office. You must provide evidence
of your age, identity, and U.S. citizenship or alien status. Even if you
are applying for another person, you still must provide evidence of your
identity, and you must meet proper applicant guidelines.

101.3. Isit necessary to apply in person?

If you are 18 or older, then you must apply in person for a Social
Security card. It is important for you to provide complete and correct
personal information so that your earnings are credited properly and to
prevent the unlawful use of your number by someone else. There are
penalties for falsely obtaining or improperly using an SSN.
101.4. When is a Taxpayer ldentification Number
needed?
You need a Taxpayer ldentification Number (TIN) if you:
A. Have income that is reported to the Internal Revenue Service (IRS);
or

B. You are claimed as a dependent on someone's Federal income tax
return.

The IRS uses the SSN as the TIN if you have been assigned one. If you
have any questions about use of the Tax Identification Numbers,
contact the nearest IRS office.

101.5. Isit necessary to obtain a new Social Security
card if yours is old?

Social Security cards issued after October 31, 1983, are counterfeit-
resistant and tamper-resistant. They are the same size and have the
same general design as the old cards, but they look very different.

You should not file for another Social Security card just to have the
new design. The old cards are still valid.
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101.6. What should you do with your Social Security
card once you receive it?

As soon as you receive your Social Security card, detach the stub and
put it in a safe place. The back of the stub contains important
information. Put your Social Security card in a safe place to prevent
loss or theft.

101.7. What should you do if you lose your Social
Security card?

If your lose your Social Security card, apply for a replacement card by
filling out another Form SS-5. The new card will have the same
number as the one lost. You must present evidence of your identity
when requesting a replacement card. If you are foreign born, you must
provide evidence of your current citizenship or alien status.

101.8. How do you update information?

If you wish to correct or update information that you gave on the
original application for an SSN, you must complete a new Form SS-5.
Submit supporting documents that show the corrected information
(e.g., your birth certificate or other evidence of your age when the date
of birth originally provided is incorrect).

You must always report a change in your name for example, upon
marriage. The supporting evidence must identify you by both your old
and new names. If you are foreign born, you must also provide evidence
of your current citizenship or alien status.

102. Checking individual earnings records.

102.1. How can you check your Social Security earnings
records?

You can check your own Social Security earnings record by completing
Form SSA-7004SM (Request for Earnings and Benefit Estimate
Statement). This form is available at any Social Security office or by
calling our toll-free number, 1-800-772-1213. We will mail a statement
of your wages, any self-employment income credited to your earnings
record, and other fitting information (see § 1419) to you.

102.2. What should you do if your earnings record is
inaccurate?

If you find that your earnings have not been credited correctly, contact
a Social Security office and ask us how to go about correcting your
records. There are specific time limits for correcting an earnings
record. (See 8§ 1423-1427.)

Overview of the Social Security System 7



103. Application for benefits or Medicare protection.

103.1. Where do you file claims for benefits and
applications for Medicare?

You may file claims for Social Security benefits, Black Lung benefits, or
Supplemental Security Income (SSI) and apply for Medicare protection
in person or by telephone with any Social Security office. We provide
you with the proper application and enrollment forms. If you need
assistance, our employees will help you fill out the forms. In some
cases, you may file an application for food stamps at Social Security
offices if you are applying for or are receiving SSI. (See §2108 and
§2310.)

103.2. Where do you file your claims if you live outside
the United States?

If you are living in Canada, file your claims with the nearest border
Social Security office. If you are residing in the Philippines, file your
claims with the Veterans Affairs Regional Office in Manila. If you are
living in Taiwan, file your claims with the American Institute in
Taipei. If you are living in any other foreign country, file your
claims at the nearest United States Foreign Service post. If you live
outside the U.S. and wish to establish direct contact with us, address
inquiries to: Post Office Box 17769, Baltimore, Maryland 21235-7769.

Note: Except for certain blind or disabled children, persons residing
outside the 50 States, the District of Columbia, and the Northern
Mariana Islands cannot be eligible for SSI.

104. Who is responsible for proving a claim?

You are responsible for submitting the necessary evidence to support a
claim. We assist you by explaining the evidence that is required to
establish your claim. If you are unable to collect the evidence, we offer
special assistance, based upon your needs, to ensure the proper
outcome of your claim. In addition, we maintain cooperative
relationships with many groups and organizations that provide
assistance with the application process.

105. How are claims processed by the Social Security
office?

We make most decisions on the non-disability issues in claims filed. We
send completed retirement and survivors insurance claims to the
appropriate program service center for spot review and, in some cases,
for final processing. We keep SSI claims files in our offices and later
ship them to the Folder Staging Operations Center at the Wilkes-Barre
Data Operations Center.
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If a disability decision is involved, we forward the claim in accordance
with the procedure in §116.

106. Duty to report certain events.

106.1. Who is responsible for reporting events affecting
benefits?

You are responsible for reporting any event(s) that may affect your
Social Security benefits. We explain this responsibility when you apply
for benefits. (See §133 and Chapter 18.)

106.2. What can you do if you disagree with SSA's
decision about your claim or benefits?

If you are dissatisfied with any action taken affecting your right to
monthly benefits, a lump-sum death payment, or entitlement to
hospital or medical insurance protection, you may appeal. Our office
explains your appeal rights. We also assist you in your appeal, your
request for a hearing by an administrative law judge, or your request
for review by the Appeals Council. (See Chapter 20.)

107. Totalization agreements.

107.1. What are “totalization agreements”?

The Social Security Act allows the President to enter into international
agreements to coordinate the U.S. social security programs with the
social security programs of other countries. These agreements are
known as “totalization agreements”.

107.2. With what countries does that U.S. have
totalization agreements?

The United States currently has Social Security agreements in effect
with 17 countries - Austria (1991), Belgium (1984), Canada (1984),
Germany (1979), Finland (1992), France (1988), Greece (1994), Ireland
(1993), Italy, Luxembourg (1993), the Netherlands (1990), Norway
(1984), Portugal (1989), Spain (1988), Sweden (1987), Switzerland
(1980), and the United Kingdom (1985).

107.3. What are the purposes of totalization agreements?
Totalization agreements have two main purposes:

A. To eliminate dual social security coverage and taxation. This
situation occurs when a person from one country works in the other
country and is required to pay social security taxes to both
countries for the same work; and

B. To avoid situations in which workers lose benefit rights because
they have divided their careers between two countries. Under an
agreement, such workers may qualify for partial U.S. or foreign
benefits based on combined work credits from both countries.
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108. Who is NOT covered under retirement,
survivors, disability, and hospital insurance
programs?

Nine out of 10 workers in the U.S. are in employment or self-
employment covered by the retirement, survivors, disability, and
hospital insurance programs. You are not covered if you are:

A. A Federal civilian employee hired before 1984;
B. An employee of a State or local government who is
1. A member of your employer's retirement system; and

2. Not covered by a voluntary Federal/State Social Security
agreement.

C. A certain agricultural and domestic worker.

ORGANIZATIONAL STRUCTURE OF THE SOCIAL
SECURITY ADMINISTRATION (SSA)

109. How is the Social Security Program administered?

SSA is headed by a Commissioner. Our central office is located in
Baltimore, Maryland. Our administrative offices and the computer
operations are also located here. Individual claims services are
provided by our local social Security offices.

110. The function of the Social Security office.

110.1. What is done at your local Social Security office?
Your local Social Security office is the place where you can:
A. Apply for a Social Security number;
B. Check on your earnings record;

C. Apply for Social Security benefits, black lung benefits, SSI, and
hospital insurance protection;

D. Enroll for medical insurance;
E. Receive assistance in applying for food stamps; and
F. Get full information about individual and family rights and
obligations under the law.
There is no charge for the services of the office staff.
110.2. How can you obtain Social Security services?

You can call our toll-free telephone number, 1-800-772-1213, to receive
the services listed in (A) - (F) above. This toll-free telephone number
service is available from 7 a.m. to 7 p.m. any business day. All calls are
confidential.
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110.3. Are there other places you can meet Social
Security office staff other than the local offices?

If you live far away from the city or town in which the local office is
located, our staff makes regular visits to outlying areas. We make
visits to locations called contact stations. You can obtain a schedule of
these visits from the nearest Social Security office. You can also
telephone the nearest Social Security office or call our toll-free number,
1-800-772-1213, to obtain prompt answers to questions or to apply for
benefits.

If necessary, a representative from our office will make a personal visit
to your home if you are unable to visit the office because of illness or
infirmity. (See §1512.)

110.4. Where can you find contact information for the
nearest Social Security office?

For the telephone number or address of the nearest Social Security
office, look in the telephone directory in the blue pages for Social
Security Administration under “United States Government”. You can
also call our toll-free number, 1-800-772-1213, for assistance.

110.5. Where are SSA's regional offices located?

We have regional offices headed by Regional Commissioners who are
directly responsible for the Social Security offices located within a
specified area. There are approximately 1,300 Social Security offices
throughout the U.S., the U.S. Virgin Islands, Puerto Rico, Guam, and
American Samoa that deal directly with the public as described
throughout this Chapter. Each region also has a number of teleservice
centers located primarily in metropolitan areas. These offices handle
telephone inquiries and refer callers appropriately.

110.6. Where are SSA's program service centers located?

Program service centers are located in Birmingham, Alabama;
Chicago, lllinois; Kansas City, Missouri; New York, New York;
Philadelphia, Pennsylvania; and Richmond, California. These offices,
along with the Office of International Operations and the Office of
Disability Operations in Baltimore, Maryland, house and service the
records of individuals who are receiving Social Security benefits.

110.7. What is the purpose of the Office of Hearings and
Appeals?

The Office of Hearings and Appeals oversees the nationwide hearings
and appeals program for the Social Security Administration.
Administrative law judges hold hearings and make decisions when a
claimant or organization appeals a decision affecting rights to benefits
or participation in Social Security programs.

Overview of the Social Security System 11



110.8. Where are administrative law judges located?

Administrative law judges are located in or travel to major cities
throughout the U.S., Puerto Rico, the U.S. Virgin Islands, Guam, the
Northern Mariana Islands, and American Samoa. The Appeals
Council, located in Falls Church, Virginia, also may review hearing
decisions. (See Chapter 20.)

110.9. What is the purpose of the Office of Central
Records Operations?

The Office of Central Records Operations maintains records of
individuals' earnings and prepares benefit computations.

110.10. Where is the Office of Central Records Operations
located?

The major operations are located in Salinas, California; Albuquerque,
New Mexico; and Wilkes-Barre, Pennsylvania. (See 8113 and §114.)
Data processing is the responsibility of the Office of Systems located in
Baltimore, Maryland.

111. Program service center functions.

111.1. What functions do the program service centers
perform?

Program service centers act as processing centers. They make formal
decisions as to entitlement on many claims for Social Security benefits
(See § 110). (See § 116 regarding disability insurance benefits; Chapter
24 regarding payment of hospital and medical insurance benefits;
Chapter 21 regarding SSI claims; and § 115 regarding claims from
beneficiaries residing abroad.)

At the program service center, a permanent claims folder is set up for

the claims material. It may be reviewed for the following:

A. To see that the necessary applications and forms have been
properly completed,;

B. To make sure all the evidence needed for the claim has been
obtained,;

C. Toensure all requirements set by law have been met; and

D. To check that all benefit amounts have been figured correctly.

111.2. How are you notified by the program service
center when it makes a decision on your claim?

If the program service center finds that you are entitled to benefits,
your claim is approved and the U.S. Treasury Department is notified
that payment should be made. If you are entitled to hospital or medical
insurance protection, the program service center advises you of the
decision and sends you a health insurance identification card. If you
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are not entitled to monthly benefits or to hospital or medical insurance
protection, your claim is denied.

The program service center prepares and mails the notice of award or
denial to you. This notice shows the type and amount of benefit
awarded; or explains why the claim was not approved and how you
may appeal.

112. Reconsideration by program service center.

112.1. What can you do if you do not agree with Social
Security's decision about your claim?

If you are not satisfied with the decision made on a claim or if you want
further explanation regarding the action taken, contact a Social
Security office for advice or appropriate referral.

112.2. What does SSA do when you appeal a decision?

If there is a request for reconsideration, we send the claims folder to a
special group in the program service center, such as the Disability
Determination Services, the Office of Disability Operations, or the
Office of International Operations. There your case is reviewed and
any necessary corrective action is taken. (See Chapter 20.)

For SSI Cases, we process requests for reconsideration and decide non-
disability issues.

113. Where are earnings records maintained?

If you are assigned a Social Security number, your earnings records are
maintained at the Office of Central Records Operations of the Social
Security Administration in Baltimore, Maryland. These earnings
records are kept so that when it is time to decide on your eligibility for
Social Security benefits and benefit amount, your earnings history is
available.

114. Recording earnings credits.

114.1. Where are earnings reports processed?

We send earnings reports of employees and self-employed persons to
the Office of Central Records Operations. Employer reports of earnings
are received in the central office and in other facilities in Salinas,
California; Albuquerque, New Mexico; and Wilkes-Barre,
Pennsylvania. These earnings amounts are credited to each person's
record.

114.2. What happens if there is an error in your
earnings report?

If there is any error in your earnings report, or if your Social Security
number or name is reported incorrectly, the Office of Central Records
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Operations investigates so that it can correct the error. It also decides
if your reported earnings are covered by Social Security.

The Office of Central Records Operations may write directly to you or
your employer to get information needed to clarify your earnings
report. If necessary, it may ask a Social Security office to get directly in
touch with you to resolve any problem or obtain information needed to
determine if your work is covered by Social Security.

115. SSI claimants residing abroad.

115.1. Where is your case handled if you live overseas?

If you live overseas, your SSI payments are handled by one of the
following:

A. Ifyou are a blind or disabled child of military parents
stationed overseas, your case is handled by the Social Security
office in Cumberland, Maryland;

B. If you are atemporarily abroad student, your case is handled by
any Social Security office; or

C. If you are any other claimant living abroad, your case is
handled in the Office of International Operations of the Office of
Disability and International Operations (ODIO).

115.2. What is the Office of Disability and International
Operations?

ODIO receives, develops, and settles Social Security claims of persons
residing outside the U.S. This office also acts on requests for reconsid-
eration. ODIO receives assistance from the State Department's
Foreign Service posts around the world, the American Institute in
Taipei (Taiwan), and the Veterans Affairs Regional Office in the
Philippines to carry out this mission.

115.3. When are you considered “outside the U.S.” for
claims settlement purposes?

For claims settlement purposes, you are considered outside the U.S. if
you are physically outside the 50 States, the District of Columbia,
Puerto Rico, the U.S. Virgin Islands, Guam, the Northern Mariana
Islands, and American Samoa.

115.4. Where do you report events that could affect your

benefits if you live abroad?

If you are a beneficiary living in a foreign country, report the events
described in 8133 to one of the following:

A. The nearest Social Security office;
B. One of the offices listed above; or
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C. The Social Security Administration, Post Office Box 17769,
Baltimore, Maryland 21235-7769.

115.5. Where do disabled children of military parents
stationed overseas report events that could affect
their benefits?

Blind or disabled children of military parents stationed overseas
should report the events in §133 to one of the following:

A. The U.S. Embassy;
B. The nearest U.S. Consular Office; or

C. The Social Security Administration, Winchester and Vocke Roads,
Cumberland, Maryland 21502, Attention: International
Coordinator.

115.6. Where do you send correspondence concerning
totalization claims?

The Office of International Operations is responsible for all claims
under the international totalization agreements described in §107.
This is true even if you live in the U.S. Send any correspondence
concerning totalization claims to the Social Security Administration,
Post Office Box 17049, Baltimore, Maryland 21235.

116. Determinations of disability.

116.1. How does SSA determine disability cases?

Disability Determination Services (DDS) generally makes decisions on
disability cases. These services are agencies of each State. We make
disability insurance determinations for persons living outside the U.S.,
and for a few other applicants whose cases are not covered under the
Federal-State regulations.

The evaluation team makes every reasonable effort to obtain medical
evidence from your treatment sources. This team is composed of a
medical or psychological consultant and a lay disability evaluation
specialist. The evaluation team is responsible for making the disability
determination.

116.2. Who checks to make sure that determinations
made on disability cases are correct?

Our Office of Quality-Assurance and Performance Assessment reviews
a continuing sample of DDS determinations. This office ensures that
DDS decisions are correct, consistent, and in line with national policies
and standards. Office of Quality-Assurance and Performance
Assessment may reverse DDS findings.
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116.3. What can you do if you do not agree with our
determination about your claim?

If you are not satisfied with the decision made on a claim, you may
appeal. You may request reconsideration and submit new evidence if it
is available. A reconsideration determination for disability claims is
generally made by the DDS where the original decision was made. A
special group in the Office of Disability Operations reviews your
appeal. If you appeal your case further, an administrative law judge or
the Appeals Council of the Office of Hearings and Appeals may issue
an separate decision. (See Chapter 20.)

SERVICES OF SSA

117. Information program of Social Security office.

117.1. Where can you obtain information about your
rights under Social Security?

Social Security offices conduct an Information Program to keep you
informed of your rights and obligations under the Social Security law.
Our offices also conduct outreach programs to locate and assist people
who are potentially eligible for benefits.

117.2. What do offices participating in the Information
Program do?

The offices keep on hand supplies of publications, exhibit posters, and
videos. The office staff:

A. Makes presentations before civic, labor, medical, farm,
management, school, and other groups and organizations
interested in our programs;

B. Prepares or provides articles about Social Security for local
newspapers and magazines;

C. Develops special exhibits illustrating features of the Social Security
program; and

D. Prepares and presents radio and television programs about Social
Security and SSI.

You may make arrangements with the Social Security office to obtain
any of the informational materials listed above, to view a video, to have
an exhibit set up, or to have a member of the office staff speak before a
group or organization.

The Social Security offices also participate in community programs and
activities in the fields of aging, blindness, disabilities (including AIDS/
HI1V, mental health, and substance abuse), child welfare, and economic
opportunity.
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118. Information required by law to be made
available to the public.

118.1. What laws require SSA to release information?

We are required, along with all Federal agencies, to comply with the
Freedom of Information Act and the Privacy Act. These laws control
the type and scope of information that may be released and to whom it
may be released.

118.2. What information is made available to the public
under the Freedom of Information Act?

The Freedom of Information Act makes the following types of
information available to the public:

A. Statement of organization;
Administrative procedures;

Policies;

Interpretations of law; and

Precedent decisions that affect the public.

The type of information above is available unless it falls within one of
the law's specific exceptions. Generally, information on your earnings
may be disclosed only to you, or for purposes of administering Social
Security programs. Revealing earnings information is generally
governed by Section 6103 of the Internal Revenue Code, as amended
(26 U.S.C. 6103).

118.3. When can additional information be made
available under the Freedom of Information Act?

Under the Freedom of Information Act, information about your Social
Security record, other than items (A) - (E) above, may not be revealed
to “the public” without your permission. “The public” generally
includes any requester other than a Federal agency or a Federal State,
or local court.

Additional information is only made available if the requesting party
can demonstrate that revealing information would shed light on how
the Federal Government operates to a degree that outweighs your
rights and expectations of privacy.

118.4. What information is made available to the public
under the Privacy Act?

The Privacy Act requires Federal agencies to publish notices of systems
of records they maintain that contain personal information about
individuals. This information is published in the Federal Register.
Under the Privacy Act, information about you is generally not disclosed
without your permission, except as provided by that law.

moow
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118.5. Can you access information maintained under
the Privacy Act?
You have the right to gain access to information pertaining to you. You
may have a copy made of your own record, request a correction to your
record, or amend your record. There are special procedures for
accessing medical records. Direct your request for information from
these systems of records to the local Social Security office or the
manager of the pertinent system of records. There is generally no
charge to obtain information contained in your file.
118.6. What are “Informational Facilities”?
We have “Informational Facilities” that contain various legal
publications, informational publications about us, and several manuals
of instructions used in processing Social Security and SSI claims. This
information is available to the public.
118.7. What type of information can you access at
Informational Facilities?
The following is a partial list of the materials available to you at our
Informational Facilities:

A. Compilation of the Social Security Laws;

B. Social Security Administration Regulations Nos. 1, 4, 10, 16, and
22;

Social Security Rulings;

Acquiescence Rulings;

Program Operations Manual System;

Social Security Handbook;

Handbook for State Social Security Administrators;
Part A Intermediary Manual;

Medicare Carrier's Manual; and

Hospital Manual.

Our case decisions that set precedence, policy interpretations of the
law, and regulations are published as Social Security Rulings. The
Social Security Regulations contain the rules and policies of general
applicability used in administering the Social Security Act.

118.8. Is there a charge for using information provided
by the Informational Facilities?
Generally, there is no charge for information needed for program

purposes. If information is provided for non-program purposes, a
charge is made, subject to some exceptions.

“-IOmMMmMOO
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119. Does the Social Security office make referrals
to other government or community agencies?

If you need health or human services that are not available under
Social Security, the Social Security office refers you to a government or
community agency. Each Social Security office maintains a list and the
types of services provided by the agencies (both public and private) in
your community. The Social Security office can immediately refer you
to the agency providing the services you need.

DISBURSEMENT OF BENEFIT PAYMENTS

120. Social Security benefits payable.
120.1. Are you eligible for monthly Social Security
benefits?

You may be eligible for monthly Social Security benefits if you are any
of the following:

A. A disabled insured worker under age 65;

B. A retired insured worker age 62 or over,;

C. The spouse of a retired or disabled worker entitled to benefits who:
1. Is age 62 or over; or

2. Has in care a child who is either under age 16, or over age 16
and disabled, who is entitled to benefits on the worker's Social
Security record.

D. The divorced spouse of a retired or disabled worker entitled to
benefits if you are at least 62 and married to the worker for at least
10 years;

E. The divorced spouse of a fully insured worker (see §203) who:

1. Has not yet filed a claim for benefits if both you and your ex-
spouse are at least 62;

2. Was married for at least 10 years; and
3. Has been finally divorced for at least two years in a row.

F. The dependent, unmarried child of a retired or disabled worker
entitled to benefits, or of a deceased insured worker if you are:

1. Under age 18;

2. Under age 19 and a full-time elementary or secondary school
student; or

3. Age 18 or older but under a disability which began before age
22.
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G. The surviving spouse (including a surviving divorced spouse) of a
deceased insured worker if you are age 60 or older;

H. The disabled surviving spouse (including a surviving divorced
spouse in some cases) of a deceased insured worker if you are age
50-59 and become disabled within the period specified in §513;

I. The surviving spouse (including a surviving divorced spouse) of a
deceased insured worker, regardless of age, if you are caring for an
entitled child of the deceased who is either under age 16 or disabled
before age 22; or

J. The dependent parents of a deceased insured worker age 62 or over.

Note: In addition to monthly survivors benefits, a lump-sum death
payment is payable upon the death of an insured worker. (See §§428-
433))

120.2. Are you eligible for a “special monthly payment”?

A special monthly payment can be made if you turn 72 before 1968
and never worked in employment covered by Social Security.

If you turned 72 between 1968 and 1971, you must have Social Security
coverage to qualify for the special monthly payment. This benefit is
not available if you turned 72 after 1971. (See §8346-348.)

121. Who issues Social Security benefits and SSI
payments?

Social Security benefits and SSI payments are issued by the U.S.
Treasury Department, not by the program service centers. However, if
you have any questions about your direct deposit or check, get in touch
with a Social Security office.

122. Payment dates.

122.1. When are your payment days if you filed for
benefits before May 1, 19977

Social Security payments are usually dated and delivered on the third
day of the month following the month for which the payment is due.
For example, payments for January are delivered on February 3. If the
third of the month is a Saturday, Sunday or Federal holiday, payments
are dated and delivered on the first day preceding the third of the
month which is not a Saturday, Sunday, or Federal holiday. For
example, if the third is a Saturday or Sunday, payments are delivered
on the preceding Friday.

20 Overview of the Social Security System



122.2. When are your payment days if you filed for
benefits after May 1, 1997?

If you file for Social Security benefits May 1, 1997, or later, you are

assigned one of three new payment days based on the date of birth of

the person on whose record your entitlement is established (the
insured individual):

A. The payment day for insured individuals born on the 1st
through the 10th of the month is the second Wednesday of each
month;

B. The payment day for insured individuals born on the 11th
through the 20th of the month is the third Wednesday of each
month; and

C. The payment day for insured individuals born after the 20th of
the month is the fourth Wednesday of each month.

If the scheduled Wednesday payment day is a Federal holiday,

payment is made on the preceding day that is not a Federal holiday.

122.3. When are you paid on the 3rd of the month, even if
you file for benefits after May 1, 1997?

You will receive your Social Security payment on the third of the month

if you are any of the following:

A. An SSI beneficiary;

B. A beneficiary whose income is deemed to an SSI recipient;

C. A beneficiary whose Medicare premiums are paid for by the state in
which you live;

A beneficiary living in a foreign country;

E. A beneficiary entitled to payments on the third of the month who

later became entitled on another record, as long as there is no
break in your entitlement;

F. A Black Lung beneficiary;
A Railroad Retirement Board beneficiary; or

H. A recipient of garnished payments, tax levy case payments, and
payments made via the critical payment system.

122.4. Can payment days be changed?

If you are paid on the third of the month, you can volunteer to change
your payment day as long as all beneficiaries receiving benefits on your
record agree. The date-of-birth formula determines the payment cycle
for beneficiaries. The decision to change to a cycled payment day is
permanent.

O
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122.5. When are the payment days for SSI?

SSI payments are usually dated and delivered on the first day of the
month that they are due. However, if the first falls on a Saturday;,
Sunday, or Federal holiday, they are dated and delivered on the first
day preceding the first of the month that is not a Saturday, Sunday, or
Federal holiday.

123. Direct deposit of benefits.

123.1. What is “direct deposit”?

Using direct deposit, payments are sent electronically to an account in
a financial institution. The financial institution can be a bank, trust
company, savings and loan association, or credit union.

123.2. Do you have to receive your Social Security and
SSI benefits by direct deposit?

Direct deposit is now the standard way to receive Social Security and
SSI benefits. The law requires that after December 1998, with limited
exceptions, all Federal benefits must be paid through some form of
direct deposit.

123.3. How do you sign up for direct deposit?

You can sign up for direct deposit through your financial institution or
by calling Social Security's toll free number, 1-800-772-1213.

123.4. How can you get direct deposit if you live outside
the U.S.?

We have an international direct deposit (IDD) program in certain
countries outside the U.S. If you live in a country that has an IDD
program, you must participate in the program. If you live in a country
where no IDD program exists, you are exempt until such a program is
available. However, you may have direct deposit to an account in the
U.S. or any IDD country.

123.5. What information do you report to Social Security

if you have direct deposit?

If you have direct deposit, you must advise us of a change of your
address or residence. This is important so we can communicate with
you and mail necessary forms, etc. when necessary.

124. Checks.

124.1. What is your time limit for cashing Social
Security checks?

Checks are issued with the words “VOID AFTER ONE YEAR” printed
across the face of the check. If you have a check that you have not
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cashed past the one-year time limit, you will not be able to cash it.
Contact a Social Security office to have the check reissued.

124.2. How are checks sent to beneficiaries living
outside of the U.S.?

If you live outside the U.S., your check is mailed either from the U.S.
Treasury Department or from a U.S. diplomatic or consular office in
the country you are living. In a few countries, special arrangements are
made for check delivery. Because of the distance and additional
handling involved, your checks are generally delivered somewhat later
than if you were living in the U.S.

124.3. What should you do if you do not receive your
check?

If you are living in the U.S. and you do not receive your check within
three business days after it is usually mailed, contact the Social
Security office right away. Also call the Social Security office if your
check has been stolen, lost, destroyed, or forged. Be prepared to provide
the Social Security office with the following information:

A. The claim number (see §133) on which the benefit is being paid;

B. The period of payment covered by the missing check (or checks);
and

C. The name and address which should be shown on the check.
124.4. How do you report a change of address?

If your address changes, report the change to the Social Security office
right away, either by telephone or in writing. Provide your Social
Security claim number and your old address, including the ZIP code, so
that any check already printed can be found and sent to your new
address. Also, notify the post office of your change of address to ensure
prompt delivery of your check.

Note: If there is any doubt as to the authenticity of a telephone report,

the Social Security office requests written confirmation from you.

125. How do you endorse your check if you cannot
sign your name?

If you are unable to sign your name, signature by mark is acceptable.

Two individuals who sign their own names and show their complete
addresses must witness your signature by mark.
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126. Entitlement to retirement, survivors, and
disability insurance benefits.

126.1. What are “Social Security benefits”?

Social Security benefits are payments made under a social insurance
program administered by the Social Security Administration. They are
paid monthly by check or direct deposit to the beneficiary or to a
representative payee if the beneficiary is incapable of managing his or
her own funds (see Chapter 16).
126.2. How can you receive retirement, survivors, and
disability insurance benefits?
Retirement, survivors, and disability insurance benefits are Social
Security benefits. In order to receive these benefits, you must file an
application with us. You must also meet certain eligibility
requirements.
126.3. Are your Social Security benefits subject to taxes?
If you have substantial income in addition to your Social Security
benefits, up to 85 percent of your annual benefits may be subject to
Federal income tax.
The amount of benefits subject to Federal income tax is the smaller of:
A. One-half of your benefits; or
B. One-half of the amount by which your adjusted gross income, plus
tax-exempt interest, plus one-half of your Social Security benefits
exceeds:
1. $25,000 if you are single;
2. $25,000 if you are married and not filing a joint return and you
did not live with your spouse at any time during the year;
3. $32,000 if you are married and filing a joint return; or

4. 30 if you are married and not filing a joint return and you did
live with your spouse at any time during the year.
In January, we send you a Form 1099 (Social Security Benefit
Statement), showing the amount of benefits you received in the prior
calendar year. A worksheet (IRS Notice 703) is included for
determining whether any portion of your Social Security benefits
received is subject to income tax.

126.4. What is your tax rate if you are a non-U.S. citizen?

If you are not a U.S. citizen or resident, Federal income taxes are
withheld from your benefits. The tax is 30 percent of 85 percent of your
benefit (an effective tax rate of 25.5 percent).
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This tax rate is withheld from the benefits of all nonresident aliens,
unless you live in a country with which the United States has a tax
treaty. Tax treaties do not permit taxing of U.S. Social Security benefits
(or provide for a lower tax rate).

126.5. With what countries does the U.S. have tax
treaties?

The United States has tax treaties with Canada, Egypt, Germany,
Ireland, Israel, Italy, Japan, Romania, Switzerland, and the United
Kingdom (defined as England, Scotland, Wales, and Northern Ireland).
In addition, if you live in and are a citizen of India, your Social Security
benefits are exempt from Federal taxes to the extent that your benefits
are based on Federal, State or local government employment. (This list
can change from time to time.)

126.6. How do you know the amount of taxes withheld

from your benefits?

At the end of each year, we send a Form 1042S (Social Security Benefit
Statement) to each beneficiary. This statement shows the amount of
taxes withheld from your Social Security benefits.

127. Supplemental Security Income benefits.

127.1. What is “Supplemental Security Income (SSI)”?

Supplemental Security Income (SSl) is a Federal program
administered by SSA. The SSI program was established to provide
cash assistance to individuals who:

A. Have limited income and resources;

B. Are age 65 or older;

C. Are blind; or

D. Are disabled.

Children are also included in the SSI program.
127.2. Who receives SSI payments?

SSI checks or direct deposits (see §123) are paid either directly to the
eligible person or to a representative payee (see Chapter 16) if the
person is incapable of managing benefits. Chapter 21 explains the SSI
program in more detail.

128. Hospital and medical insurance benefits provided.

128.1. What is “Medicare”?
The Health Insurance Program, commonly known as “Medicare”,
provides comprehensive health insurance protection to the aged,
disabled, and those suffering from end-stage kidney disease.

Overview of the Social Security System 25



128.2. What are the parts of the Medicare program?

There are two parts to the Medicare program. (See Chapter 24.)
Medicare hospital insurance (Part A) helps pay for inpatient
hospital care, inpatient care in a skilled nursing facility, home health
care, and hospice care. Medicare medical insurance (Part B) helps
pay for physician services, outpatient hospital services, outpatient
physical therapy, other medical services, and supplies and equipment
that are covered by Part A.

128.3. Who administers the Medicare program?

The Health Care Financing Administration administers the Medicare
program. It sets the standards for hospitals, skilled nursing facilities,
home health agencies, hospices, and other providers and suppliers of
services in order to receive payment for Medicare-covered services and
items. The Health Care Financing Administration sets the standards
to be used by Utilization and Quality Peer Review Organizations,
intermediaries, and carriers in making payment and coverage
decisions for health care furnished to individuals who have hospital
and/or medical insurance.

128.4. What role does SSA have in the Medicare
program?
We provide beneficiary services for the Medicare program. Social
Security offices accept and process applications for enrollment and
respond to beneficiary and public inquiries. We also perform some data
processing support and premium billing and collection activities.

129. Benefits unassignable.

129.1. Can you assign future Social Security benefits?

No, you cannot assign future Social Security benefits and SSI
payments.

129.2. Can your Social Security benefits be levied or
garnished?

The Internal Revenue Service can levy your Social Security benefits if
you have any unpaid Federal taxes. Your benefits can also be garnished
in order to collect unpaid child support and or alimony. SSI payments

cannot be levied or garnished.

129.3. Can you voluntarily withhold money to meet your
tax liability (voluntary tax withholding)?
You may ask to have a percentage of your monthly payment amount

withheld and paid each month to the Internal Revenue Service to help
meet your Federal income tax liability.
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129.4. What types of payments are not subject to
voluntary tax withholding?

The following types of payments are not subject to voluntary tax
withholding:

SSI payments;

Black Lung payments;

Medicare premium refunds;

Lump-sum Death Payments; and

. Returned check reissuances.

130. Special request for expedited benefit payment.

moom»

130.1. Can you ask to expedite your benefit payment if it
was not received on time?

If you did not receive your Social Security benefit for a particular
month, you may file a written request for prompt payment. Your
request is considered filed at the end of the period if you file your
request before the end of:

A. 90 days after the date that you provided all the evidence requested
to support the claim;

B. If later, 90 days after the date on which payment is supposed to
have been due; or

C. If you received a regular monthly benefit in the prior month, 30
days after the 15th day of the month in which payment is supposed
to have been due.

If you file your request under condition (A), (B), or (C) above, benefits
are due and you will be paid within 15 days after the end of the period.
If it appears that benefits are probably due, preliminary payment may
be made without regard to these time limits, even if additional
evidence is needed for a final decision.

130.2. What types of benefit payments can NOT be
expedited?

Expedited payment procedures do not apply to disability insurance
benefits or to SSI payments. These types of payments are more
complex. Expedited payments also do not apply in cases where a check
was issued and the U.S. Treasury Department records show the check
was cashed. In these instances, check investigation is conducted by the
U.S. Treasury Department rather than us. In both situations, the
delays are reported to us.
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131. Checks to husband and wife.

131.1. Are separate Social Security benefit checks
mailed to husbands and wives?

Separate payments for Social Security benefits are made to a husband
and wife if one or both have direct deposit. However, monthly benefits
payable to a husband and wife who are entitled on the same Social
Security record and who are living at the same address may be
combined in one joint check.

131.2. What if your spouse dies and combined checks are
usually paid?

If your husband or wife dies, the combined check for the month of
death (or month before the month of death) can be made payable to
you. If you return the check to the Social Security office in person or by
mail, that office makes it payable to you.

Mail carriers who know of the death of your spouse can return the
check to the U.S. Treasury Department so it can be made payable to
you. This procedure permits you to cash the check. Amounts not due
you are withheld from later checks. (See §135.)
131.3. Are separate Supplemental Security Income
benefit checks mailed to husbands and wives?
If you and your spouse receive SSI payments, you will receive separate
checks, even if you live in the same household.
If your spouse dies, return any checks not cashed to the Social Security
office. Payments due your spouse will be paid to you as long as you
were living together within six months before the death of your spouse,
even if you are not eligible for SSI.
132. Are separate Social Security benefit checks
mailed to each child in a family?

If the children do not have direct deposit, Social Security benefits for
minor children in one family unit are usually combined in one check. If
the children regularly live in different households, separate checks are
issued to each family group that does not have direct deposit.

BENEFICIARY'S OBLIGATIONS

133. Events reportable by beneficiary to Social Security
office.

You must notify the Social Security office of any event affecting your
eligibility for payment. These are known as “reportable events”. The
office makes the change in your record or forwards the information to
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the program service center. Be sure to show your Social Security claim
number.

133.1. What is the “claim number”?

If you are an SSI beneficiary, your claim number is your nine-digit
Social Security Number (SSN) (000-00-0000) followed by two letters
such as El, DI, ES, etc.

If you are a Social Security beneficiary, your claim number is the
nine-digit SSN followed by one or more letters such as A, B, C, HA, etc.

133.2. What events must you report immediately under
Social Security?

Persons receiving Social Security benefits on behalf of themselves or
another must immediately report any of the following events to us:

A. A beneficiary (other than a disabled individual) is working and has,
or expects to have, more earnings than the amount exempted under
the earnings test explained in Chapter 18;

B. The marriage of a person who is entitled to child's, widow(er)'s,
mother's, father's, parent's, or divorced spouse's insurance benefits;

C. A beneficiary under age 62 entitled to spouse's, mother's, or father's
insurance benefits who no longer has in care a child under age 16 or
disabled that is entitled to benefits;

D. A person entitled to benefits because of disability has either (1)
returned to work; or (2) the condition has improved so that he or
she is able to work;

E. A non-disabled child beneficiary age 18 or over no longer attending
elementary or secondary school full-time;

F. The death of a beneficiary;

G. A beneficiary works outside the U.S. for more than 45 hours in a
calendar month;

H. A person under age 65 who is entitled because of disability becomes
entitled to compensation benefits; or there is a change in the public
disability payment rate;

I.  Imprisonment for a conviction of a criminal offense that carries a
sentence of more than one year;

J. Individuals confined by court order to an institution at public
expense following a verdict or finding that an individual has been
found guilty by reason of insanity or similar verdict;

K. A person begins to receive a governmental pension or annuity; or
there is a change in a present pension amount and the person
receives a spouse's Social Security benefit;
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L. A beneficiary leaves the U.S,;
M. A beneficiary's citizenship or alien status changes; or

N. A retirement or disability beneficiary is divorced from the parent of
an entitled stepchild.

133.3. What events must the recipient or the represen-
tative payee report immediately under
Supplemental Security Income (SSI)?

Any of the following events must be reported immediately to us on
behalf of persons receiving SSI payments:

A. A change in living arrangements, including a change in residence,
mailing address, marital status, or amount of earned or unearned
income;

B. The death of the recipient or anyone with whom he or she lives;

C. A disabled or blind recipient goes to work or has improvement in
his or her condition;

D. A change in ownership or value of real or personal property
(including those belonging to a living-with spouse or parent);

A change in the amount of earned or unearned income of a living-
with spouse or parent, or of the sponsor of an alien;

A recipient enters or leaves an institution;

A recipient leave the U.S. for more than 30 days;

A recipient under age 22 is no longer attending school full-time;

A recipient's citizenship or alien status changes;

A recipient is fleeing to avoid criminal prosecution;

A recipient is taken into custody or confinement after conviction of

a crime that is a felony;

L. A recipient is violating a condition of probation or parole imposed
under Federal or State law; or

M. A recipient becomes eligible for other benefits.

133.4. What happens after you notify SSA of a reportable

event?

Based on the information provided, the Social Security office or the
program service center adjusts benefit payments and notifies the
beneficiary of the action.

133.5. What are the consequences if you do not notify
SSA of a reportable event?

If you fail to make reports promptly, there may be monetary penalties.
(See Chapter 18 and §2126.)
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134. Returning checks to the Social Security office.

134.1. When must you return checks to the Social
Security Office?

If you received a check from us and you are not entitled to the
payment, you must return the check. Returning checks helps permit
prompt payment when you become entitled and may save you from the
possible penalties described in 881820, 1828, and 1831.

134.2. How do you return Social Security checks?

Return the check to the Regional Financial Center, U.S. Treasury
Department, located in the city shown on the face of the check. If you
prefer, you may return the check to the Social Security office. That
office will give you a receipt for the check and will return the check to
the U.S. Treasury Department. When returning a check, give the
reason why it is being returned.

135. What is done if you receive more money than
you are entitled?

If you cash a check to which you are not entitled, a refund is ordinarily
required. Often the program service center withholds later checks to
make up for the overpayment. However, if this is not done you must
refund the money.

Contact the Social Security office to find out if a refund is necessary. If
so, make the refund to the Social Security office, or program service
center that handled the claim. Refunds may be made by check, money
order, or other draft payable to the Social Security Administration. Be
sure to show your Social Security claim number so that it can be
associated with the proper claims folder.

FUNDING THE PROGRAMS

136. Sources of funds for Social Security and
Supplemental Security Income benefits.

136.1. How are Social Security benefits funded?

To pay for Retirement, Survivors, Disability Insurance, and Hospital
Insurance Benefits, taxes are collected from employers, employees, and
the self-employed who are working in jobs and businesses covered by
Social Security.

136.2. How are SSI payments funded?

SSI payments are paid from the general revenues of the U.S. and in
States which supplement the Federal benefits from State funds.
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137. How are hospital insurance benefits funded?

Hospital Insurance Benefits are either paid from the general revenues
of the U.S. or by monthly premium payments. Funding depends on the
circumstances of eligibility.

138. How are medical insurance benefits funded?

To pay for Medical Insurance Benefits, the law provides for the
collection of monthly premiums. The people enrolled in the program (or
in some cases, the State) pay these premiums. (See §2424.) Since the
premiums cover only about one-fourth of the cost of the program, the
Government pays the remaining amount from general revenues.

139. Where are money gifts to Social Security deposited?
Unconditional money gifts to Social Security may be accepted and
deposited in whatever Social Security trust fund is designated by the

donor. If no specific fund is designated, the gift is deposited in the
Federal Old-Age and Survivors Insurance Trust Fund.

TRUST FUNDS

140. Trust funds available for benefits.

140.1. Where are Social Security tax amounts deposited?

Amounts equivalent to the Social Security taxes are deposited in three
separate trust funds:

A. The Federal Old-Age and Survivors Insurance Trust Fund;
B. The Federal Disability Insurance Trust Fund; and
C. The Federal Hospital Insurance Trust Fund.

The Federal Hospital Insurance Trust Fund also receives the amounts
appropriated from general revenues on account of “uninsured” persons
age 65 and over (see §137).

140.2. What is the “Federal Supplementary Medical
Insurance Trust Fund”?

The Federal Supplementary Medical Insurance Trust Fund receives
the amounts collected as premiums for medical insurance coverage and
the amounts appropriated from general U.S. revenues. This trust fund
covers the Government's share of the cost of the program.

140.3. Who is responsible for managing the trust funds?

The funds are held by a Board of Trustees for the Social Security Trust
Funds. By law, the Board of Trustees is composed of the Secretary of
the Treasury, the Secretary of Labor, the Secretary of Health and
Human Services, and two members of the public appointed by the
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President and confirmed by the Senate. The Commissioner of Social
Security serves as the Secretary of the Board of Trustees for the
Federal Old-Age and Survivors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund. The Administrator of the Health
Care Financing Administration serves as Secretary of the Board of
Trustees for the Federal Hospital Insurance Trust Fund and the
Federal Supplementary Medical Insurance Trust Fund.

140.4. Where is the money in the trust funds spent?
The deposits in the four trust funds are used for the retirement,
survivors, disability, hospital, and medical insurance programs. The
trust funds also cover administrative expenses associated with these
programs. Excess funds are invested in interest-bearing Federal
securities.

FRAUD

141. What investigative responsibilities does SSA have in
administering the Social Security program?

In administering the retirement, survivors, disability insurance, and

the SSI programs, we must:

A. Provide benefits to people who are entitled to them under
the provisions of the Social Security Act; and

B. Protect the Social Security trust funds and the general
revenues by denying benefits when not due.

In carrying out these responsibilities, we investigate all questionable

actions and statements made in connection with claims for benefits or

earnings records. If there is adequate evidence that a criminal

provision was violated, the case may be referred to the Department of

Justice for prosecution.

142. Fraud in connection with benefit claims and
earnings records.

142.1. When can you be prosecuted for Social Security
fraud?
You may be prosecuted as a criminal for fraud if you knowingly:

A. Furnish false information as to your identity in connection with the
establishment and maintenance of Social Security records;

B. For the purpose of increasing your payment under Social Security

or any other Federally funded program; or for the purpose of
obtaining such payment:
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1. Use a Social Security number obtained on the basis of false
information; or

2. Falsely represent a number to be your Social Security number;

C. Make or cause to be made a false statement or misrepresentation of
a material fact for use in determining your rights to Social Security
or SSI benefits;

D. Make or cause to be made any false statement or representation as
to:

1. Whether wages were paid to you, the period during which
wages were paid, or the amount of your wages; or

2. Whether you have net earnings from self-employment, the
amount of your earnings, or the period during which you earned
the money;

E. Conceal or fail to report any event affecting the initial or continued
right to payment received or to be received by you personally or on
behalf of another; or

F. Use payment received on behalf of another for any purpose other
than the use for the benefit of that person.

Other penal provisions contained in the Social Security Act or in the
Federal Criminal Code may also apply to offenses affecting the Social
Security program.

We will prosecute even if a fraudulent act is discovered before wrongful
payments are made by the Government.

142.2. What is the penalty for conviction?

The penalty upon conviction for violation of the penal provisions of the
Social Security Act, or one of the related provisions of the Federal
Criminal Code, may be a fine, imprisonment, or both. The penalty
ranges from a fine of not more than $500, imprisonment of one year, or
both, to a fine of not more than $10,000, imprisonment of not more
than 15 years, or both. The penalty depends upon the specific law
violated.
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INSURED STATUS

200. Insured status requirements.

200.1. Why is insured status important?

You must be insured under the Social Security program before
retirement, survivors, or disability insurance benefits can be paid to
you or your family.

200.2. Are Social Security credits used to determine
insured status?

We consider the number of Social Security credits you earned to
determine if you have:

A. Fully insured status;
B. Currently insured status; or
C. Insured status for establishing a period of disability.

You earn Social Security credits (previously called quarters of
coverage) for a certain amount of work covered under Social Security.
(See 88211-215.)

201. How does SSA determine insured status?

We use your lifetime earnings record reported under your Social

Security Number (SSN). The number of quarters you have covered

credits determine if you have enough credits for insured status.

202. If you have fully insured status, can you receive all
types of benefits?

Insured status is required before you can receive any type of benefit.
“Fully insured status” is only one requirement for determining
whether you receive a particular type of benefit. However, it does not
mean that you can receive all types of benefits on your Social Security
record, or does it have anything to do with the amount of benefits that
are paid.

203. Fully insured status defined.

203.1. When are you “fully insured”?
You are fully insured if:
A. You have at least one credit for each calendar year after 1950; or

B. If later than 1950, you have at least one credit for each calendar
year after you turned 21 and the earliest of the following:
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1. The year before your turn 62;
2. The year you die; or
3. The year you become disabled.
You can obtain covered credits and count them in any year.

203.2. Are there any exceptions to determining fully
insured status (as above)?

The following individuals are also fully insured:
A. Males born before January 2, 1911, need one credit for each
year after 1950 up to the year below that occurs first:
1. They turn 65;
2. They die; or
3. They become disabled; and

B. Males born from January 2, 1911, through January 1, 1913,
need one credit for each year after 1950 up the year below that
occurs first:

1. 1975;
2. They die; or
3. They become disabled.
203.3. Are years included in a period of disability
counted to determine credits?

In determining the number of years to be used in computing your
credits, any year (all or part of a year) that was included in a period of
disability is not counted.
203.4. Do you need a minimum number of credits in
order to be fully insured?
In order to be considered for fully insured status, you need at least six
credits. No more than 40 credits are required, regardless of your date of
birth.
203.5. Are there special benefits if you turned 72 before
19727
If you turned 72 before 1972, you may be entitled to a special cash
monthly payment. This is true even if you are not fully insured (see
§211 and §346).
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204. Chart of credits required to be fully insured.

204.1.

How many credits do you need if you were born on
or before January 1, 1913, to be fully insured?

For people born before January 1, 1913, the number of credits needed
to be fully insured is different for men and women. The following chart
shows the number of credits you need if you were born before January

1, 1913.

Credits needed - fully insured status.

If your date of birth

Then you need the following number of credits...

is... Men Women
1/1/1893 or earlier 6 6
1/2/93-1/1/94 7 6
1/2/94-1/1/95 8 6
1/2/95-1/1/96 9 6
1/2/96-1/1/97 10 7
1/2/97-1/1/98 11 8
1/2/98-1/1/99 12 9
1/2/1899-1/1/1900 13 10
1/2/00-1/1/01 14 11
1/2/01-1/1/02 15 12
1/2/02-1/1/03 16 13
1/2/03-1/1/04 17 14
1/2/04-1/1/05 18 15
1/2/05-1/1/06 19 16
1/2/06-1/1/07 20 17
1/2/07-1/1/08 21 18
1/2/08-1/1/09 22 19
1/2/09-1/1/10 23 20
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If your date of birth

Then you need the following number of credits...

is... Men Women
1/2/10-1/1/11 24 21
172/11-1/1/12 24 22
1/2/12-1/1/13 24 23

204.2. How many credits do you need if you were born on
or after January 2, 1913, to be fully insured?

For people born on or after January 2, 1913, the number of credits
needed to be fully insured is the same for men and women. The chart
below shows the number of credits you need if you were born on or

after January 2, 1913.

Credits needed - fully insured status.

If your date of birth is...

The you need the following
number of credits...

1/2/13-1/1/14 24
1/2/14-1/1/15 25
1/2/15-1/1/16 26
1/2/16-1/1/17 27
172/17-1/1/18 28
1/2/18-1/1/19 29
1/2/19-1/1/20 30
1/2/20-1/1/21 31
1/2/21-1/1/22 32
1/2/22-1/1/23 33
1/2/23-1/1/24 34
1/2/24-1/1/25 35
1/2/25-1/1/26 36
1/2/26-1/1/27 37
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The you need the following
If your date of birth is... number of credits...
1/2/27-1/1/28 38
1/2/28-1/1/29 39
1/2/29 or later 40

Note: If you are a male who turned 62 before 1975, see 8§203.
205. Deemed fully insured status.

205.1. When are you deemed fully insured?
You are deemed fully insured if you meet the following conditions:
A. You were at least 55 on January 1, 1984;

B. You were an employee of a nonprofit (non-covered) employer (see §
931) on January 1, 1984; and

C. Your employer did not have a waiver certificate (under section
3121(k) of the Internal Revenue Code) in effect on January 1, 1984.

205.2. How do the 1983 amendments affect fully insured
status?

You can also obtain deemed fully insured status with fewer credits
if you were extended Social Security coverage effective January 1,
1984, provided:

A. Your coverage was extended solely by reason of the 1983
amendments; and

B. Your credits are earned after 1983.

Note: This provision does not apply if you declined the option to elect
coverage, even though a waiver certificate was in effect on January 1,
1984. This condition also does not apply if you are a member of a
religious order who has taken a vow of poverty.

205.3. How many credits do you need to be deemed fully
insured?

The age and number of credits required for deemed fully insured status
is provided in the chart below.
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Credits needed - deemed fully insured.

If you were the following | Then you need the following
age on January 1, 1984,... number of credits...

60 or over 6

59 or over, but less than 60 8

58 or over, but less than 59 12

57 or over, but less than 58 16

55 or over, but less than 57 20

Note: You may not use credits earned before January 1, 1984, for
deemed fully insured status. You may use them in addition to credits
earned after 1983 to establish regular fully insured status.

205.4. What World War 1l veterans are considered to
have died fully insured?

Certain World War 11 veterans who separated from active military
service before July 27, 1951, and died within three years of their
separation are considered to have died fully insured (see §960).

206. Currently insured status defined.

206.1. When do you have “currently insured status”?

“Currently insured status” may be all that is needed for you to receive
some types of benefits (see §211).

A person is currently insured if he or she has at least six quarters of
coverage during the full 13-quarter period ending with the calendar
guarter in which he or she:
A. Died;
B. Most recently became entitled to disability benefits; or
C. Became entitled to retirement insurance benefits.

206.2. How is the 13-quarter period determined?
Calendar quarters, all or part of which are in an established prior
period of disability, are generally not counted. However, the first or last

quarter of the prior period may be counted if the quarter is used as a
credit. (For exception, see §209.)
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DISABILITY INSURED STATUS

207. When do you have disability insured status?

You have disability insured status if you:
A. Have at least 20 credits during a 40-quarter period (the 20/40 rule);

B. The 40-quarter period ends with the quarter that you are
determined to be disabled; and

C. You are fully insured in that quarter as explained in §203
208. Special insured status-disabled before age 31.

208.1. What is “special insured status”?

“Special insured status” allows an option to the “20 credits in 40
quarters” provision (20/40 rule). Individuals disabled before age 31 can
qualify for disability insurance benefits or establish a period of
disability.

208.2. When do you have special insured status?

You meet the special insured status requirements if, in the quarter
your disability is determined to have begun or in a later quarter, you:

A. Have not yet turned 31,
B. Are fully insured as explained in § 203; and
C. Have credits in at least one-half of the quarters:

1. During the period beginning with the quarter after the quarter
you turned 21; and

2. Ending with the quarter that you became disabled.

The credits must be earned in this period. If the number of elapsing
guarters is an odd number, the next lower even number is used.

208.3. What is the minimum number of credits you need
for special insured status?

You need at least six credits in order to have special insured status. If
you became disabled before the quarter you turned 24, you must have
six quarters of coverage in the 12-quarter period ending with the
quarter your disability began.

208.4. Can you obtain special insured status if you are
older that 31?
If you are over 31, you may obtain special insured status if you met the
following conditions:

A. You had a previous period of disability established before you
turned 31;
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B. You met and currently meet the special insured requirements (as
set out above); and

C. You currently do not meet the 20/40 rule or fully insured status
requirements.

208.5. Are there any special provisions for the blind?

A person disabled because of blindness may qualify for entitlement to
disability benefits if he or she is fully insured as explained in §203.
Blind workers are not required to meet “20 credits in 40 quarters” or
“special insured status” tests.

209. Periods of disability and insured status.

209.1. When is your period of disability NOT counted in
determining credits for insured status?

If you have an established period of disability, it is not counted in
determining the number of credits you need to be fully or currently
insured. It is also not counted when computing your benefit amount.

(See 8510 for definition of when a period of disability begins and §511
for when it ends.)

209.2. When is your period of disability counted in
determining credits for insured status?

Your period of disability is not excluded in computing your (or your
survivors') Social Security benefits if including it would be more
beneficial for you. For example, your period of disability is counted if
you have potential credits in your disability period and if the potential
credits would qualify you for another benefit formula that would
increase your benefit rate or would give you insured status.

210. Do your credits based on military service before
1957 count toward disability?

Your Social Security credits based on military service before 1957, and
certain railroad compensation, may be used to establish a period of
disability. However, these credits may or may not be used to pay
monthly Social Security benefits. (See §948.)

SUMMARY CHART

211. Summary chart of requirements for insured status.
211.1. What are the requirements for monthly Social
Security benefits?

The following chart shows the requirements for receiving the various
types of monthly Social Security benefits.

44 Becoming Insured



Summary Chart - Insured Status

Monthly Social Security benefits
can be paid to...

If the worker...

A retired worker age 62 or over.

Is fully insured.

A disabled worker under age 65.

Would have been fully insured had he
or she turned 62 in the month the
disability began. The worker also
needs 20 credits out of the 40 calendar
quarters ending with the quarter that
the disability began.

Note: This does not apply in the case
of a person disabled because of
blindness as described in §507.

A worker disabled before age 31 who
does not have sufficient credits to
meet 20/40 requirement.

Note: Special insured status may
apply to a worker who becomes
disabled after age 31, provided the
individual had a period of disability
prior to age 31. See §208.

Has credits in one-half of the quarters
clapsing in the period after turning 21
and up to and including the quarter of
becoming disabled. The worker needs
at least six credits (see §206); or if
disabled in a quarter before turning
24 he or she needs six credits in the
12 calendar-quarter period
immediately before becoming
disabled.

Worker disabled due to blindness.

Has at least one credit for each year
after turning 21 (or 1950, if later) up
to the year the qualifying credit is
carned. Must have a minimum of six
credits.

The spouse of a person entitled to
disability or retirement insurance
benefits, if he or she is: (A) Age 62 or
over (may be divorced spouse in
certain circumstances; see §311); or
(B) Caring for a child who is under
age 16; or a child under a disability
which began before the child reached
age 22 and entitled to benefits (see
Chapter 3).

Is fully insured or insured for
disability benefits, whichever is
applicable as shown above.
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Monthly Social Security benefits
can be paid to...

If the worker...

A dependent, unmarried child of a
person entitled to disability or
retirement insurance benefits if the
child is: (A) Under 18; (B) Under 19
and a full-time elementary or
secondary school student; or (C) Age
18 or over and under a disability
which began before the child turned
22.

Is insured for retirement or disability
benefits, whichever is applicable, as
shown above.

A widow(er) (may be surviving
divorced spouse in certain
circumstances; see §403) age 60 or
over.

Is fully insured.

A widow(er) and, under certain
conditions, a surviving divorced
spouse, if the widow(er), or divorced
spouse is caring for a child entitled to
benefits if the child is under 16 or
disabled.

Is either fully or currently insured.

A disabled widow(er) (may be
surviving divorced spouse in certain
circumstances; see §403) age 50 or
over but under age 60 whose
disability began within a certain
period (see §513).

Is fully insured.

A dependent, unmarried child of a
deceased worker if the child is: (A)
Under 18; (B) Under 19 and a full-
time elementary or secondary school
student; or (C) Age 18 or over and
under a disability which began before
the child turned 22.

Is either fully or currently insured.

The dependent parents age 62 or over
of the deceased worker.

Is fully insured.
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211.2. What are the requirements for a special monthly
cash benefit?

You can receive a special monthly cash payment if you meet the
following requirements:

A. You are at least 72 years old;
B. You are not insured for regular Social Security benefits; and
C. You turned 72 either;

1. Before 1968; or

2. Between 1968 and 1971 and you have at least three credits for
each calendar year elapsing after 1966 and before the year you
turn 72.

Note: This benefit is not available if you turn 72 after 1971.
211.3. What are the requirements for a lump-sum death
payment?
The worker must be either fully or currently insured for a beneficiary

to receive a lump-sum death payment. The lump-sum death payment is
paid in the following order of priority:

A. First, to the widow(er) of the deceased worker who was living in the
same household as the deceased worker at the time of death;

B. Second, to the widow(er) (excluding a divorced spouse) who is
eligible for or entitled to benefits based on the deceased worker's
record for the month of death; and

C. Third, to children who are eligible for or entitled to benefits based
on the deceased worker's record for the month of death.

Note: If there is no surviving widow(er) or child as defined above, no
lump-sum is payable.

SOCIAL SECURITY CREDITS

212. Earning Social Security credits.

212.1. How do you earn Social Security credits?

You earn Social Security credits by working at a job covered by Social
Security.

212.2. How were credits earned for years before 1978?
To earn credits for the years before 1978, you must have:

A. Earned at least $50 in wages for employment covered under the law
in any calendar quarter beginning January 1, April 1, July 1, or
October 1;
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B. Earned at least $100 in annual wages paid for agricultural labor for
years after 1954 and before 1978; or $50 in wages paid for
agricultural labor in any calendar quarter in 1951 through 1954.
(See 8214);

C. Earned at least $400 in annual net earnings from self- employment
in taxable years 1951 through 1977 (see §215); or

D. Earned the maximum taxable wages for that year. For maximum
taxable wages, (see §1301).

212.3. How do you earn credits for years after 1977?

To earn credits for the years after 1977, the Commissioner of the Social
Security Administration determines the amount of earnings that will
equal a credit for each year. The amount of earnings is determined by
using a formula in the Social Security Act that reflects a national
percentage increase in average wages. The amount the Commissioner
determines is published in the Federal Register on or before November
1 of the preceding year.

The table below shows the amount of wages needed to obtain a quarter
of coverage:

Wages Needed for a Quarter of Coverage

Amount of wages or self-
employment income necessary to

Year obtain a quarter of coverage

1978 $250
1979 $260
1980 $290
1981 $310
1982 $340
1983 $370
1984 $390
1985 $410
1986 $440
1987 $460
1988 $470
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Amount of wages or self-
employment income necessary to

Year obtain a quarter of coverage

1989 $500
1990 $520
1991 $540
1992 $570
1993 $590
1994 $620
1995 $630
1996 $640
1997 $670
1998 $700
1999 $740
2000 $780
2001 $830

212.4. What is the maximum number of credits you can
earn per year?

You may earn a maximum of four credits each year. The credits are
based on your total earnings. Total earnings may consist of non-
agricultural wages, military wages, railroad compensation,
agricultural wages, and self-employment income.

212.5. How is self-employment income assigned?
If self-employment income is not reported on a calendar year basis, it is
assigned to each of the calendar quarters in the taxable year. This is
done in proportion to the number of months completely included in
each year. The month that the taxable year ends is considered to be
completely within the taxable year.

212.6. What does “calendar quarter” mean?

The term “calendar quarter” means a period of three calendar months
ending March 31, June 30, September 30, or December 31 of any year.
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212.7. What do “wages” and “self-employment income”
include?

The terms “wages” and “self-employment income” do not necessarily
include all of your income from employment or self-employment. They
may also include pay for work that is ordinarily covered by the
Railroad Retirement Act, and special wage credits for military service.
Wages and self-employment income are defined and discussed in
Chapter 13 and Chapter 12, respectively.

213. When are calendar quarters NOT counted for
determining Social Security credits?

Even if the worker meets the earnings requirement for Social Security
credits, he or she cannot earn a credit for a calendar quarter if the
calendar quarter:

A. Begins after the quarter that the worker died,;
B. Has not started yet; or

C. Is within a prior period of disability that is excluded in figuring
benefit rights. (However, the beginning and ending quarters of the
prior disability period may be counted as credits if the earnings
requirements in §212 are met in these quarters.)

Note: A calendar quarter can only be counted once as a credit.

214. Social Security credits based on wages earned after
1936.

214.1. How are credits assigned for work before 1978?

Credits earned are based on wages earned after 1936 and up to and
including the calendar quarter that the worker dies. Before 1978,
credit was obtained as of the first day of that quarter. As long as the
total wages paid to the worker in that quarter amounted to at least
$50, it does not matter on which date the $50 total was first reached.

214.2. How are credits assigned for work after 1977?

Under the revised definition of credit in effect after 1977, the number
of credits assigned to a calendar year depends on the amount or
earnings credited to that year. This is true regardless of the type of
earnings credited. If your total earnings for the calendar year equals
four times the designated amount reflected on the chart in §212.3, each
quarter is a credit.

214.3. How are credits assigned if you earn less than
four in ayear?

If you earn less than four credits in a year, the credits are assigned to a
specific quarter when needed to meet insured status or increase the
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amount payable. Credit is effective on the first day of the quarter that
it is assigned.

214.4. How are credits assigned for agricultural work?

Credit for agricultural wages was obtained in the same manner as non-
agricultural wages from 1951 through 1954. From 1955 through 1977,
a farm employee acquired credits based on total covered wages paid to
him or her for farm work during a calendar year. A farm employee
earned one credit for each $100 in cash wages paid during the year.
After 1977, a farm employee earns a credit for each designated
amount in cash wages paid during the year. (See §212.3.)

Note: Not all cash pay for farm work is “wages” to qualify for credits.
(See 8901.)

215. Social Security credits based on self-employment.

215.1. Can you earn credits on self-employment income?

Beginning after 1950, you can earn credits based on self-employment
income earned in taxable years.

215.2. How are credits assigned on self-employment
income earned before 19787

Before 1978, four credits were acquired for every taxable year at least
$400 was earned in self-employment income.

Note: A self-employed person with actual net earnings of less than
$400 may still be given credits if gross earnings were at least $600. He
or she also must be eligible to use the “optional method” of reporting
earnings. An individual that is not fully insured is considered to have a
credit for each $400 of total wages during 1937-1950 if the person is
fully insured based on credits derived under this method plus the
credits earned after 1950.

Self-employment income, net earnings from self-employment, and the
optional method available to figure net earnings are discussed in
Chapter 12.)

215.3. How are credits assigned on self-employment
income earned after 19772

After 1977, you acquire one credit for each designated amount of self-
employment income (or self-employment income plus wages) wholly or
partly in a taxable year. If you earn less than four credits, they will be
assigned to your benefit. Self-employment income earned during any
taxable year is assigned to calendar quarters in that taxable year as
explained in §212.
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TOTALIZATION AGREEMENT

216. Totalization-coordination of Social Security systems
of the United States and a foreign country.

216.1. Isyour work performed in a foreign country taken
into account for determining U.S. Social Security
benefit eligibility?

If you worked under the social security system of a foreign country, the

periods of work may be taken into account toward meeting U.S.

insured status requirements for retirement, survivors, and disability

insurance programs if:

A. The security agreement between the U.S. and the foreign country
(totalization agreement) (see §107) provides for foreign periods of
coverage;

B. You have at least six credits earned under the U.S. program; and

C. You would not be insured for benefits without taking the foreign
periods into account.

216.2. What happens if you qualify for benefits based on
combined coverage?

If you qualify for benefits based on combined coverage, the amount

payable is based on your primary insurance amount (see Chapter 7). It

is reduced to reflect the fact that foreign coverage was used to make
the benefit payable.
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RETIREMENT INSURANCE BENEFITS

300. Retirement insurance benefits.

300.1. When do monthly cash retirement benefits begin?

You are eligible for monthly cash retirement insurance benefits (also
called old-age insurance benefits) when you are age 62 or older and
meet the conditions described in 8301.

300.2. What additional benefits are available?

Additional monthly benefits, called auxiliary benefits, may be payable
to other persons based on your earnings record as follows:

A. Monthly spouse's insurance benefits (see §8305-322); or
B. Monthly child's insurance benefits (see §§323-345).

These auxiliary benefits may also be payable on your earnings record if
you are entitled to a disability insurance benefit. (See Chapter 5.)

301. Entitlement to retirement insurance benefit.
301.1. When are you entitled to retirement insurance
benefits?
You are entitled to retirement insurance benefits if you:

A. Are at least age 62 throughout your first month of entitlement and
are fully insured; and

B. Hauve filed an application for retirement insurance benefits.

If you met the requirements in (A) above before the month you filed the
application, you may be entitled to retirement insurance benefits back
to the first month in which you met those requirements. There are
certain limitations, as explained in §1513.

301.2. When Is It NOT Necessary to File an Application?
You do not need to file an application if you are entitled to disability
insurance benefits the month before the month you reach retirement
age. The disability insurance benefit ends and the retirement
insurance benefit begins automatically.

(See 8346 for a special monthly cash payment for certain uninsured
persons age 72 or older.)

302. Amount of retirement insurance benefit.
302.1. How is your retirement insurance benefit amount
computed?

The retirement insurance benefit rate is equal to the primary
insurance amount, which is the basis for all benefits. In some cases, a
special minimum benefit is provided for some individuals as explained
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in §717. These amounts may be increased by a cost-of-living benefit
increase.

(See Chapter 7 for the methods of determining your primary insurance
amount and for the effect of delayed retirement credits.)

302.2. Can you receive a reduced benefit before you
reach retirement age?

If you wait until retirement age, you will receive the full retirement
insurance benefit rate. However, if you are a worker age 62 to
retirement age and otherwise eligible for retirement insurance
benefits, you can choose to receive a reduced benefit. If you choose to
receive and do receive benefits for one or more months before
retirement age:
A. The benefit rate ordinarily received at retirement age is reduced by
a certain percentage for each month you were under retirement age
when the benefit began, as explained in §§723-724; and

B. A reduced benefit rate will continue to be paid after you reach
retirement age.
303. When are retirement benefits NOT payable (or only
partly payable)?

Retirement benefits may not be payable or may be payable only in part
if you meet any of the conditions below:

A. You are under retirement age and earn more than the exempt
amount (see §1803);

B. You are over retirement age and work outside the U.S. for more
than 45 hours in a month (see §1823);

C. You are in the U.S. and are neither a citizen nor an alien lawfully
present;

You have been deported or removed from the U.S. (see §1841);

E. You are an alien who is outside the U.S. for more than six calendar
months in a row;

F. You are an alien living in a country where it is not permitted to
mail U.S. Government (see §1848);

G. You have waived the right to benefits because you are a member of
a recognized religious group that is opposed insurance. In this
situation, you must have been granted exemption from paying the
self-employment tax (see §§1128-1129); or

H. You are confined within the U.S. in a jail, prison, or other penal
institution or correctional facility because you have been convicted
of a felony.

O
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(The conditions regarding nonpayment of benefits are explained in

Chapter 18.)

304. Do your retirement insurance benefits end when

you die?

Yes, your benefits end with your death. No retirement insurance

benefit is paid for the month of your death. However, survivor benefits

may be payable to your survivors beginning with the month of your

death unless:

A. You or your survivor waived the right to benefits because of
religious conviction (see §1128); or

B. You or your survivor has been convicted of certain crimes and
sentenced accordingly (see §1837).

SPOUSE'S INSURANCE BENEFIT

305. When is a spouse entitled to spouse's
insurance benefits on the worker's Social
Security record?

As the spouse of a worker, you are entitled to spouse's insurance

benefits if you meet the conditions below:

A. The worker is entitled to retirement or disability insurance
benefits;

B. You have filed an application for spouse's benefits;

C. You are not entitled to a retirement or disability insurance benefit

based on a primary insurance amount which equals or exceeds one-
half the worker's primary insurance amount;

D. You either:
1. Are age 62 or over; or
2. Have in care a child under age 16 or disabled who is entitled to
benefits on the worker's Social Security record; and
E. You meet one of the following conditions:

1. You have been married to the worker for at least one year just
before he or she filed the application for benefits;

2. You are the natural mother or father of the worker's biological
son or daughter. This requirement is met if a live child was born
to you and the worker. The child need not be living when you
apply for benefits;

3. You were entitled or “potentially” entitled to spouse's (including
deemed or divorced spouse's), widow(er)'s (including deemed
widow(er)'s or surviving divorced spouse's), parent's, or
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childhood disability benefits in the month before the month you
married the worker. You are “potentially entitled” if you meet
all the requirements for entitlement other than filing of an
application, and (in the case of spouse's, widow(er)'s, or parent's
benefits) attaining the required age; or

4. You were entitled or potentially entitled to a widow(er)'s,
parent's, or child's (age 18 or over) annuity under the Railroad
Retirement Act in the month before the month you married the
worker.

306. Spouse defined.

306.1. What is the definition of “spouse” for Social
Security purposes?

You are considered a spouse for Social Security purposes if you meet

the conditions in either (A) or (B) below at the time you apply for

benefits:

A. Under applicable law:

1. You and the worker were validly married; or

2. You would have the status of a husband or a wife with respect to
the taking of intestate personal property;

B. You entered into a ceremonial marriage with the worker that was
invalid under applicable law because of an impediment resulting
from a prior marriage or its dissolution; or a defect in the procedure
followed in connection with the alleged marriage, provided:

1. You married the worker in good faith, not knowing of any defect
at the time of the marriage;

2. You were living with the worker in the same household when he
or she applied for benefits (unless you were divorced from the
worker at the time); and

3. For benefits payable prior to January 1991, there is no other
person who is or was entitled to monthly insurance benefits on
the worker's earnings record as his or her spouse and who still
has status as the worker's spouse.

306.2. What is “applicable law”?
Applicable law is the law that would be applied by the courts of:

A. The State where the insured person was domiciled when you filed
for benefits; or

B. The law applied by the District of Columbia if the insured person
was not domiciled in any State when you filed for benefits.
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307. Common-law marriage.

307.1. What is a “common-law marriage?”

Common-law marriage. A “common-law marriage” is one in which
neither a religious nor civil ceremony was held. In certain States, a
common-law marriage may be entered into if a man and a woman
agree to be married for the rest of their lives. Most States (even those
in which a man and woman can not enter into a valid common-law
marriage) generally recognize a common-law marriage that has been
validly entered into in another State.

307.2. What are the requirements for a valid common-
law marriage?

The basic requirements for a valid common-law marriage (in addition
to other requirements in some States) are that both parties must:

A. Be legally capable of contracting a valid marriage with each other;

B. Contract the marriage in a State that recognizes common-law
marriages;

C. Have the intent to be married;

D. Consider themselves husband and wife; and

E. Mutually agree to become husband and wife from that time on.

308. How does a divorce affect your marital status?

A divorce decree has one of three possible effects:

A. Insome States, divorce immediately returns your status to that of a
single person, without restriction as to remarriage;

B. In other States, while you are no longer a husband or wife after the
judgment of divorce, State law or the divorce decree prohibits you
from remarrying for a certain period; e.g., during a stated waiting
period; or

C. Instill other States, the dissolution of your marriage is postponed
for a stated period following the judgment of divorce. Sometimes,
the parties to the divorce or the court must take additional action to
make a divorce final and thereby dissolve the marriage.

309. What is the effect of violating State-imposed
restrictions on remarriage?

The status of your remarriage following a divorce is affected under the
following conditions:

A. If you remarry before a judgment or an interlocutory divorce decree
that dissolves your prior marriage becomes final, your remarriage
is generally void in all States;
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B. A State imposes a restriction against remarriage after a final
divorce and you remarry in that State in violation of its restriction,
generally that State considers your remarriage void; or

C. If you remarry in another State, your remarriage is generally
considered valid in all States unless:

1. The State where you either obtained the divorce or got
remarried denies recognition of a marriage by a party who goes
to another State in order to avoid the restrictions; or

2. The State where you got remarried prohibits marriages of

residents of other States that would be void if the marriage took
place in the your home State.

310. If there are several conflicting marriages,
which one is valid?

Your last (most recent) of several conflicting marriages is the one most
States presume to be valid. This is provided there is no evidence that
your marriage is not valid.

This does not mean that evidence of your most recent marriage is
enough to establish the end of your last marriage(s). You must make
reasonable efforts to obtain enough evidence and information to permit
a determination to be made on the facts. If all the information and
evidence supplied still leaves doubt as to whether your last marriage(s)
ended, then your most recent marriage will be presumed the valid one.

311. When are you entitled to divorced spouse's
insurance benefits?

You are entitled to a divorced spouse's insurance benefits on the

worker's Social Security record if:

A. The worker is entitled to retirement or disability insurance
benefits;

B. You have filed an application for divorced spouse's benefits;

C. You are not entitled to a retirement or disability insurance benefit
based on a primary insurance amount which equals or exceeds one-
half the worker's primary insurance amount;

D. You are age 62 or over;
E. You are not married; and

F. You were married to the worker for 10 years before the date the
divorce became final.

Note: You are not entitled before age 62 even if you have an entitled
child in care.
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The divorced spouse of a worker who is not entitled to retirement or
disability insurance benefits, but who has reached age 62 and is fully
insured, can become independently entitled to benefits on the worker's
earnings record. To do so, however, the divorced spouse must meet the
requirements in (B)-(F) above and have been divorced from the worker
for not less than two years in a row.

CHILD IN-CARE

312. What does having a “child in care” mean?

Having a “child in care” is a basic requirement for some benefits,
including spouse's benefits for a spouse under age 62 and for mother's
and father's benefits. “In care” means that the mother or father:

A. Exercising parental control and responsibility for the welfare and
care of a child under age 16 or a mentally disabled child age 16 or
over; or

B. Performing personal services for a physically disabled child age 16
or over.

The mother or father may exercise parental control and responsibility

or perform personal services alone or together. When the child in care

turns 16, the parent may continue to receive benefits if the child is
disabled and the parent meets the requirements for having a disabled
child in care.

313. What does “parental control and responsibility”

mean?

Exercising “parental control and responsibility” means that you:
A. Display a strong interest in the proper rearing of the child;
B. Supervise the child's activities;

C. Participate in the important decisions about the child's physical
needs and mental development; and

D. Measurably control the child's upbringing and development.

This parental responsibility can be exercised directly or indirectly. You
may exercise direct control when you and the child are living together.
You may exercise indirect control when you instruct the child's
custodian (whether an individual or institution) and insure that the
instructions are carried out. In any case, you must be doing more than
just providing for the child's food and shelter.

314. What does “personal services” mean?

You are considered to be performing “personal services” for a child age
16 and over when:
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A. You perform services regularly; and

B. The services you perform for the child are in addition to any routine
household services normally done by you or any other adult in the
household.

Examples of personal services:
= You provide nursing care;
= You feed or dress a physically disabled child;

= You direct or supervise the activities of a physically disabled child
who is unable to mange funds or can do so only with help and
guidance; and
= Your presence is required by the nature of the child's disability, e.g.,
epilepsy.
315. When does a parent NOT meet the in-care
requirements?

You do not meet the in-care requirements (whether based on “parental
control and responsibility” or “personal services”) if:
A. The child is age 16 or over (unless the child is disabled); or

B. You and the child are not living together and any of the following
conditions are met:

1. You and your spouse are separated or divorced and you have
lost or given up your right to control the child;

2. You are mentally disabled;

3. The child was removed from your custody and control by court
order;

4. You have given up the right to custody and control of the child to
some other person or agency;

5. The separation is for a period of more than six months and the
child is age 16 or over and physically disabled; or

6. The child is under the jurisdiction of a court appointed guardian
(of the child's person) other than the claimant.

316. Can a parent meet the in-care requirements
while temporarily separated from a child?

You can still meet the in-care requirements during a temporary

separation if:

A. The child was in care when you were living together;

B. The child normally lives with you; and

C. None of the factors in 8315 exists.
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317. Can a parent meet the in-care requirements
during a separation from a child because of
employment?

When your employment is the reason for separation from a child under

age 16 and the separation is indefinite or is not expected to end within

six months, you may have the child in care if:

A. You exercise parental responsibility (See §313); and

B. You make regular and substantial contributions to the child's

support.

318. Separation due to child's school attendance.
318.1. Can a parent meet the in-care requirements when

separated from a child because of the child's
school attendance?

When the child's school attendance is the reason for your separation
from a child under age 16, you may have a child in care if:

A. The child is not under the sole control and jurisdiction of the school;
and

B. The child spends an annual vacation of at least 30 days with you
(unless it is not possible for the child to return home during
vacation).

318.2. Which parent is considered to have the child in
care in the case of a separation?

If you are separated from the child's other parent, you may be found to
have a child in care if:

A. The child normally returns to you during vacations; and

B. The school authorities look to you when they have a question
concerning the child's welfare.

319. Can a parent meet the in-care requirements
when separated from a child because of illness?

If your physical illness or disability causes you to be separated from a

child under age 16, you may have a child in care if you are:

A. Supervising the child's activities; and

B. Participating in the important decisions about the child's physical
and mental needs.
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SPOUSE'S INSURANCE BENEFIT PAYMENT

320. Spouse's insurance benefit.

320.1. What is your spouse’'s insurance benefit amount?

As a spouse, your insurance benefit is one-half of the worker's primary
insurance amount (see §302).

The benefit paid to you may be less than one-half of the worker's
primary insurance amount if:

A. The “family maximum” applies (see §§731-732 for an explanation of
reduction in benefit rates because of this provision);

B. You are entitled to a retirement, disability, or widow(er)'s insurance
benefit that is smaller than your spouse's benefit rate (only the
difference between the retirement, disability, or widow(er)'s benefit
and the spouse's benefit rate is paid as a spouse's insurance
benefit); or

C. You qualified for a reduced spouse's benefit before retirement age.
(See 88723-724 for an explanation of how the reduced rate is
figured.)

Note: If you have in care the worker's child under age 16 or
disabled, who is entitled to child's insurance benefits, your benefits
are not reduced.

320.2. What is the effect of receiving reduced spouse's
benefits prior to full retirement age?

If you choose to receive, and are paid, a reduced spouse's benefit for
months before full retirement age, you are not entitled to the full
spouse's benefit rate upon reaching full retirement age. A reduced
benefit rate is payable for as long as you remain entitled to spouse's
benefits.

(For possible adjustment at retirement age, see §728.)

320.3. What do you need to know about divorced spouse's
benefits?

If you are a divorced spouse, your spouse's benefit is not reduced under
(A) above.

If you do not have the worker's entitled child in your care in the first
month of your entitlement before full retirement age, your benefit is
reduced under (C) above. However, if you have such a child in care in
that month, your benefit is not reduced. It remains unreduced even for
later months before full retirement age in which no child is in your
care.
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321. When spouse's insurance benefits not payable

321.1. When are spouse's insurance benefits NOT
payable (or only partly payable)?

Your spouse's insurance benefits may not be payable or may be payable
only in part if:

A.

Some or all of the worker's retirement insurance benefits are not
payable because:

1. The worker is under age 70, works, and earns more than the
exempt amount (see §1803);

2. The worker works outside the U.S. for more than 45 hours in a
month (see §1823);

If you and the worker have been divorced for at least two
continuous years, your monthly benefit is paid without regard
to work deductions of the worker. However, effective January 1,
1991, if the worker was entitled to a retirement insurance
benefit in the month before the month of divorce. You are
exempt from the two-year waiting period;

The worker's disability insurance benefit is not payable because he
or she refuses to accept vocational rehabilitation services (This
deduction does not apply to an independently entitled divorced
spouse; see §311.) You are subject to deductions if you have not been
divorced for two years, unless the worker was entitled to the
current disability insurance benefit in the month before the month
of the divorce. If the worker was entitled in the month before the
month of divorce, the two-year period is waived;

You are under age 70, working, and earning more than the exempt
amount (see §1803); or you are working outside the U.S. for more
than 45 hours in a month (see § 1823);

You are in the U.S. and are neither a citizen nor an alien who is
lawfully present;

You are an alien who is outside the U.S. for more than six calendar
months in a row;

You are an alien living in a country where it is not permitted to
mail U.S. Government checks (see §1848);

The worker has been deported or removed from the U.S. and you
are an alien who is outside the U.S. (see §1842);

. You or the worker was granted a tax exemption as a member of a

religious group opposed to insurance (see §8§1128-1129);

The worker is receiving disability insurance benefits that are
subject to offset because of the worker's compensation payments
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(This deduction does not apply to an independently entitled
divorced spouse; see 8311.) You are subject to deductions if the
worker is receiving disability insurance benefits, is entitled to
workers compensation benefits, and you have not been divorced for
two years. If the worker was entitled to the current disability
insurance benefit in the month before the month of the divorce, the
two year waiting period is waived; or

J. You are under age 62 and:

1. Do not have in care a child of the worker under age 16 or
disabled who is entitled to child's benefits; or

2. The child in care is over age 18 and is entitled to childhood
disability benefits but has refused to accept vocational rehabili-
tation services;

K. You are entitled, on the basis of your own employment, to a
governmental pension (Federal, State, or a political subdivision of a
State) not covered by Social Security. Your pension must require
offset against the Social Security payment and the exceptions in
§1836 do not apply;

L. You are confined within the U.S. in a jail, prison, or other penal
institution or correctional facility because you were convicted of a
felony;

M. You were convicted of unruly activities and a court imposed an
additional penalty (see §1837);

N. You do not have a social security number and refuse to apply for
one; or

O. You are in the United States and neither a U.S. citizen nor an alien
lawfully present.

321.2. Do you receive your spouse's benefits if you do not
have a child in your care?

If you are a spouse age 62 to full retirement age entitled to spouse's
benefits because you have a child in care, you are not paid any benefits
for the months that the child is not in your care. You may be paid a
reduced benefit, however, if you file a “certificate of election” to receive
the reduced benefit for those months in which the child is not in your
care. (See 8729.)

Note: The benefit of a divorced spouse between ages 62 and full
retirement age is not subject to deductions for failure to have a child
under age 16 or disabled in care. (See §320.)

(The conditions regarding nonpayment or partial payment of benefits
are explained in Chapter 18.)
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322. When do spouse's or divorced spouse's
insurance benefits end?

Spouse's or divorced spouse's insurance benefits end when any of the
conditions below are met:

A. The spouse dies;

B. The worker dies (in this case the spouse may be entitled to
widow(er)'s, mother's, or father's benefits);

C. The worker's entitlement to disability insurance benefits ends and
he or she is not entitled to retirement insurance benefits (unless
the divorce spouse meets the requirements for an independently
entitled divorced spouse, as explained in 8311);

D. The spouse is under age 62 and there no longer is a child of the
worker under age 16 or disabled who is entitled to child's insurance
benefits;

E. The spouse becomes entitled to retirement or disability insurance
benefits and his or her primary insurance amount is at least one-
half of the worker's primary insurance amount;

F. The spouse and the worker are divorced, unless:

1. The spouse had already turned 62 when the divorce became
final; and

2. The spouse and the worker had been married for 10 years
before the date the divorce became final,

G. The spouse qualified for benefits only under the conditions
explained in 8306, and one of the following events occurs:

1. The spouse enters into a valid marriage with someone other
than the worker;

2. Prior to January 1991, monthly benefits are awarded on the
same earnings record to another person who qualifies as the
legal spouse of the worker under the conditions in § 306; or

3. Prior to January 1991, the spouse obtains a divorce from the
worker;

H. The spouse qualified for benefits only under the conditions
explained in 8 306 and later learns that the marriage is invalid,;

I. The divorced spouse marries someone other than the worker.
However, the divorced spouse's benefit will not be ended by
marrying an individual entitled to divorced spouse's, widow(er)'s,
mother's, father's, or parent's monthly benefits, or to an individual
age 18 or over who is entitled to childhood disability benefits; or
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J. For an independently entitled divorced spouse, the worker is no
longer fully insured or he or she marries the worker.

A spouse is not entitled to spouse's insurance benefits for the month in
which any one of the above events occurs.

CHILD'S INSURANCE BENEFIT

323. When is a child entitled to child's insurance
benefits?

A child is entitled to child's insurance benefits on the Social Security
record of a parent if the following conditions are met:
A. An application for child's insurance benefits is filed;
B. The child is (or was) dependent upon the parent (see §8333-337);
C. The child is not married;
D. The child meets any of the following conditions:

1. Isunder age 18;

2. lIs age 18-19 and a full-time elementary or secondary school
student; or

3. Is age 18 or older and under a disability (which must have
begun before age 22) (see §517); and

E. The parent meets any of the following conditions:
1. Is entitled to disability insurance benefits;
2. Is entitled to retirement insurance benefits;

3. Died and was either fully or currently insured at the time of
death.

324. Who is a “child” for Social Security purposes?

The term “child” includes the worker's:

A. Natural (i.e., biological) legitimate child, or any other child who
would have the right under applicable State law to inherit intestate
personal property from the worker as a child;

B. Stepchild, under certain circumstances (see §331);
C. Legally adopted child (see §329);

D. Child of invalid ceremonial marriage entered into under the
conditions explained in §328;

E. Natural child, if the worker:

1. Has acknowledged in writing that the child is his or her son or
daughter;

70 Cash Retirement and Auxiliary Benefits; Special Age 72 Payments



2. Has been decreed by a court to be the father or mother of the
child;

3. Has been ordered by a court to contribute to the support of the
child because the child is his or her son or daughter; or

Note: The court order must be made before the death of the
worker.

4. Has been shown to be the child's father or mother by other
acceptable evidence and was living with the child or
contributing to the child's support when the child's application
is filed (in life cases) or when the worker died (in survivor
cases); or

F. Grandchild or step-grandchild, under certain circumstances (see §
325).

325. Can a dependent grandchild or step-grandchild
be considered the grandparent's child?

A dependent grandchild or step-grandchild of the worker or spouse
may qualify for benefits as a “child” if:

A. The grandchild's natural or adoptive parents are deceased or
disabled:

1. At the time the worker became entitled to retirement or
disability insurance benefits or died; or

2. At the beginning of the worker's period of disability which
continued until the worker became entitled to disability or
retirement insurance benefits or died; or

B. The grandchild was legally adopted by the worker's surviving
spouse in an adoption decreed by a court of competent jurisdiction
within the U.S. The grandchild's natural or adopting parent or
stepparent must not have been living in the same household and
making regular contributions to the child's support at the time the
insured worker died.

Besides meeting the requirement in (A) or (B), the grandchild or step-
grandchild must be dependent on the insured as described in § 336.

326. Legitimacy of a child.

326.1. What are the inheritance rights of a child?

A natural legitimate child has inheritance rights in the parents'
intestate personal property under the laws of all States. Under the
laws of most States, a child born out of wedlock has the status of “child”
for the purposes of sharing the intestate personal property of the
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natural mother. The child does not have the status of child with regard
to the estate of the natural father, unless certain conditions are met.

326.2. How is legitimacy determined?

To determine the child's legitimacy, the courts of a State usually look to
the law of the State where the parent was living when the child was
born. The courts also look to the law of any other State under which the
child's status may have been changed. Therefore, even if the State
where the parent was living does not recognize the child as legitimate,
the child may still be considered legitimate if born in some other State.

326.3. Is achild from a valid marriage always
considered legitimate?

A child conceived or born during a valid marriage is considered
legitimate in all States. This consideration may be overcome, however,
under certain conditions. In a controversy over a child's legal status,
certain States follow the “Lord Mansfield Rule”. Under this rule,
neither the testimony of the child's mother, nor the testimony of the
man who was her husband at the time the child was conceived or born,
can disprove the child's legitimacy.

326.4. Are children of void marriages legitimate?

The legitimacy of children of void marriages differs by State. In some
States, void marriage statutes do not affect the legitimacy of a child. In
other States, it may be necessary for a court of competent jurisdiction
to declare the child legitimate.

327. Legitimated children.

327.1. What rights are available to a legitimated child?

A child born out of wedlock may inherit the intestate personal property
of the natural father if the child is “legitimated” under State law.
“Legitimated” means that the child is given the status of a legitimate
child under State law.

327.2. Can achild obtain rights without being
legitimated?
In some States, a child may acquire inheritance rights without being
legitimated only if certain acts prescribed by State law are performed;
for example, acknowledgment of paternity of the child.

327.3. What is the effective date of legitimation?

The effective date of legitimation of a child may be important in
determining when a child becomes entitled to Social Security benefits.
In most States, a child legitimated after birth is considered legitimate
from birth. In other States, such a child is legitimate only from the date
of the legitimating act.
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328. Can a child NOT meeting the State law test be
considered the child of the worker?

A child is deemed to be your “child” even though the State Law Test is
not met as described in 8326 or 8327 if the child is your son or daughter
and:

A. You and the mother or father went through a marriage ceremony
that would have resulted in a valid marriage except for an
impediment arising:

1. From the lack of dissolution of a previous marriage or otherwise
arising out of such a previous marriage or its dissolution; or

2. From a defect in the procedure followed in connection with the
supposed marriage; or

B. One of the conditions set forth in §324 (E) is met.
329. Legally adopted children.

329.1. What is the definition of “legally adopted child”?

A “legally adopted child” of the worker means a child who was legally
adopted under the adoption laws of the State or foreign country where
the adoption took place.

A child who is legally adopted by the worker's surviving spouse after
the worker's death is the worker's legally adopted child as of the date of
the worker's death if:

A. The child was either living with or receiving one-half support from
the worker at the time of the worker's death; and

B. One of the following is met:

1. The worker attempted to adopt the child before his or her death;
or

2. The child was adopted by the worker's surviving spouse within
two years after the worker's death.

329.2. What is the effective date of an adoption decree?

The effective date of an adoption decree is important in deciding when
an adopted child becomes entitled to benefits. In some States, both an
interlocutory and final decree of adoption may be issued. In other
States, only one decree or order is issued. The effective date of an
adoption is determined by the law of the State where the adoption took
place.
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330. Inheritance rights of adopted children.

330.1. If an adoption has not been completed, can the
child still be considered a child of the worker?

In some cases, a worker may die before a contract to adopt a child is
executed. In this case, most States consider the child as the child of the
worker for the purpose of sharing the intestate personal property of a
deceased worker. If so, the child has the status of a child of the worker
for Social Security purposes. The child may qualify for benefits as the
worker's “equitably adopted child.”

330.2. What are the conditions for qualifying as a child
if the adoption has not been completed?

Generally, the following conditions must be met:

A. An expressed or, in some States, implied contract for the worker to
adopt the child;

B. A legal consideration for the worker's promise to adopt;

C. In some States, a promise to give the child inheritance rights in the
worker's personal property;

Surrender of the child to the worker;
E. Performance by the child under the contract; and

Sufficient lapse of time so that the child could have been legally
adopted under applicable State law.

330.3. What documentation must be provided?
All pertinent documents, together with complete and detailed
statements of the parties and other persons having knowledge of the

facts, setting forth full information about the factors listed above must
be submitted. Each case must be handled on an individual basis.

Note: An equitably adopted child must have been living with or
receiving contributions from the worker at the applicable time (see
§337).

331. Stepchild-stepparent relationship.

O

m

331.1. When does a stepchild-stepparent relationship
arise?
In general, a stepchild-stepparent relationship arises when you:

A. Marry the child's natural parent (in general, this must be after the
child's birth); or

B. Marry the child's adopting parent after the adoption.
331.2. What is the effect of your death as a stepparent?
If you die, your stepchild's entitlement to benefits does not end.
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331.3. What is the effect of divorce on a stepchild's
benefits?

If the you and the child's parent obtain a final divorce in or after July
1996, the child's existing entitlement to stepchild's benefits ends the
month after the month in which the divorce becomes final. Once a
stepchild is entitled, a divorce ending the parent's marriage (including
an invalid ceremonial marriage-see §332) to the stepparent ends the
child's benefits if the divorce becomes final in or after July 1996.

331.4. What are the requirements for a stepchild to
qualify for benefits?

The benefit requirements for stepchildren are provided below:

A. If the parent is living, a stepchild must have been a stepchild of the
parent of the insured worker for at least one year before filing an
application; and

B. To qualify for survivors benefits, a stepchild must have been the
stepchild of the insured worker for at least nine months before the
day that the worker died, unless:

1. The worker and the child's natural or adopting parent were
previously married, divorced, and then remarried at the time of
the worker's death, and

2. The nine-month duration-of-relationship requirement was met
at the time of the divorce.

Note: If the death of the worker was accidental or occurred in the line
of duty while a member of a uniformed service serving on active duty,
the nine-month requirement may be considered satisfied; unless the
worker could not have been expected to live for nine months at the time
of marriage. (See 8404 for an explanation of the exception to the nine-
month duration-of-marriage requirement.)

(The evidence required to establish the relationships described above is
set forth in §§1707-1717.)

332. What is the definition of “stepchild”?

A child is the stepchild of the worker if the parent, or adopting parent,

went through a marriage ceremony with the worker (who is not a

parent or adopting parent). The marriage ceremony must have

resulted in a marriage that would have been valid except for an

impediment arising:

A. From the lack of dissolution of a previous marriage or otherwise
arising out of such a previous marriage or its dissolution; or

B. From a defect in the procedure followed in connection with the
supposed marriage.
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CHILD'S DEPENDENCY REQUIREMENTS
333. How does a child qualify for benefits?

A child must be dependent upon the worker to qualify for benefits on
the worker's Social Security record. The factors that determine
whether a child is dependent upon a worker vary, depending upon
whether the worker is the natural parent, the legally adopting parent,
the stepparent, or the grandparent. The various dependency “tests” are
set out in §8334-337.

334. When is a child considered “dependent”?

A child is considered “dependent” upon the worker if:

A. The child has not been legally adopted by someone other than the
worker during the worker's lifetime; and

B. The child is either of the following:

1. The legitimate child of the worker;

2. A child born out of wedlock who would have the right under
applicable State law to inherit intestate property from the
worker as a child;

3. The child of a void or voidable marriage;

4. The child of an invalid ceremonial marriage;

5. A deemed child under section 216(h)(3) of the Social Security
Act, under certain circumstances (see §324 (E)); or

6. The legally adopted child of the worker adopted before the
worker's entitlement to benefits.

Note: A natural or legally adopted child who was legally adopted by
someone other than the worker during the worker's lifetime must have
been living with or receiving contributions from the worker at the
applicable time.

335. When is a child dependent upon a stepparent?

A child is dependent upon a stepparent if the stepparent was
contributing at least one-half the child's support at the applicable time
(see 8337). A stepchild entitled before July 1996 could also meet
another requirement that he or she must have been “living with” the
worker.

336. When is a child dependent upon a grandparent or
step-grandparent?

To be dependent on the worker, a grandchild (or step-grandchild) must
have:
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A. Begun living with the worker before the grandchild became 18
years old; and
B. Lived with the worker in the U.S. and received at least one-half
support from the worker:
1. For the year before the month the worker became entitled to
retirement or disability insurance benefits or died; or
2. If the worker had a period of disability that lasted until he or
she became entitled to benefits or died, for the year immediately
before the month in which the period of disability began.
If the grandchild was born during the one-year period, the worker must
have lived with and provided at least one-half of the grandchild's
support for essentially the entire period from the date of the
grandchild's birth to the month indicated in (B) above.
337. When a child must be dependent upon insured
parent.

337.1. When must a child be dependent in order to
obtain benefits?

In order to receive benefits, the child must have the status of a “child”
(see §324). The child must also be dependent or deemed dependent at
one of the times set out in (A), (B), (C), or (D) below:

A. If the worker is entitled to disability insurance benefits the child
must be dependent at one of the following points:

1. The beginning of the worker's period of disability;
2. The time the worker last became entitled to disability insurance
benefits; or
3. The time the application for child's insurance benefits is filed;
B. If the worker is entitled to retirement insurance benefits and had a
period of disability that did not end before that entitlement, the
child must be dependent at one of the following points:
1. The beginning of the worker's period of disability;
2. The time the worker became entitled to disability insurance
benefits;
3. The time the worker became entitled to retirement insurance
benefits; or
4. The time the application for child's insurance benefits is filed;
C. If the worker is entitled to retirement insurance benefits not
immediately preceded by a period of disability, the child must be

dependent at the time the application for child's insurance benefits
is filed; or
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D. If the worker is deceased, the dependency requirement can be met
at the time of the worker's death. If the deceased worker had a
period of disability continuing until the month of death or until
entitlement to retirement insurance benefits, the requirement can
also be met:

1. At the beginning of the worker's period of disability;

2. At the time the worker became entitled to disability insurance
benefits; or

3. At the time the worker became entitled to retirement insurance
benefits. If the parent was alive and entitled to disability or
retirement insurance benefits within the retroactive life of the
child's application, dependency can be met within the
retroactive period.

Note: If the child is a dependent grandchild or step-grandchild, the
use of the points in (A) through (D) of this section is subject to the
limitations in §336 (B).

337.2. What are the dependency requirements for a child
adopted by the worker after the worker's
entitlement?

If the worker adopts a child after becoming entitled to either
retirement or disability insurance benefits, the dependency
requirement is met only if:

A. The child is the natural child or the stepchild of the worker; or

B. The child was legally adopted by the worker in an adoption decreed
by a U.S. court; and

1. The child was under age 18 when adoption proceedings began;
or

2. The child was living with or receiving at least one-half support
from the worker for the year immediately before the month that
the adoption is decreed.

CHILD'S INSURANCE BENEFIT PAYMENT

338. Amount of child's insurance benefit.
338.1. How is the child’'s monthly benefit amount
determined?
A child's monthly benefit rate is:

A. One-half the insured parent's primary insurance amount if the
parent is entitled to disability or retirement insurance benefits (see
§302); or
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B. Three-fourths of the parent's primary insurance amount if the
parent is dead.

338.2. When is the child's benefit amount less?
The benefit paid to a child may be less if:

A. The “family maximum” applies and the benefit rate must be
reduced (see §88731-732); or

B. A disabled “child” is entitled to disability or retirement insurance
benefits on his or her own Social Security record. In this case, only
the amount by which the child's monthly benefit rate exceeds the
retirement or disability insurance benefit is paid as the child's
insurance benefit.

(See 88§733-737 for the effect of simultaneous entitlement to other
Social Security benefits on the child's insurance benefit.)

339. When are child's insurance benefits NOT
payable (or only partly payable)?

A child's insurance benefits may not be payable or may be payable only
in part if any of the conditions below are met:

A. Some or all of the parent's retirement insurance benefits are not
payable because the parent is under age 70, works, and earns more
than the exempt amount (see §1803); or works outside the U.S. for
more than 45 hours in a month (see §1823);

B. The parent's disability insurance benefit is not payable because the
parent refuses without good cause to accept vocational rehabili-
tation services;

C. The child works and earns over the exempt amount (see §1803) or
works outside the U.S. for more than 45 hours in a month (see
§1823);

D. The parent has been deported or removed from the U.S. and the
child is an alien who is outside the U.S.(see §1842);

E. The parent has been deported and the child is an alien who is
outside the U.S,;

F. The child is neither a citizen nor an alien lawfully present in the
u.s,;

G. The child is an alien who is outside the U.S. for more than six
calendar months in a row;

H. The child is an alien living in a country where it is not permitted to
mail U.S. Government checks (see §1848);

I. The parent or child was granted a tax exemption as a member of a
religious group opposed to insurance (see §8§1128-1129);
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J. The parent is receiving disability insurance benefits which are
subject to offset because of workers' compensation payments; or

K. The child is entitled to childhood disability benefits and:

1. Refuses without good cause to accept vocational rehabilitation
services. However, the child's insurance benefit may be payable
for all months while the disabled child is still under age 19, if a
full-time student, as defined in 8344,

2. Is married to a retirement insurance beneficiary whose benefit
is not payable because he or she is working; or

3. Is married to a disability insurance beneficiary whose benefit is
not payable because of refusal to accept vocational rehabili-
tation services;

L. The child is imprisoned within the U.S. as a result of a conviction of
a felony; or

Note: The benefit may still be payable if the child is a childhood
disability beneficiary and is participating in a rehabilitation
program that has been specifically approved for the child by a court
of law. It must be expected that the child will be able to engage in
substantial work upon release within a reasonable time.

M. A court imposed an additional penalty upon conviction of the child
of subversive activities. (See §1837).

(The provisions regarding nonpayment of benefits are explained in
Chapter 18.)

340. Termination of child's insurance benefits.

340.1. When do child's insurance benefit payments end?
A child's insurance benefit payments end when:
A. The child dies;

B. The child reaches age 18 and is neither disabled nor a full-time
student (For a situation where a student may continue to be
entitled to child's benefits, even though he or she has reached age
19, see §342);

C. The child marries (however, if the child is a childhood disability
beneficiary and the marriage is to another Social Security
beneficiary, see §1852. If the marriage is either void or
subsequently annulled, see §1853); or

D. The child's parent is no longer entitled to disability insurance
benefits, unless the entitlement ended because the insured parent
became entitled to retirement insurance benefits or died.
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The beneficiary is not entitled to child's insurance benefits for the
month in which any of the above events occur. In the case of a disabled
child, the child's benefits end with the second month following the
month in which he or she is no longer disabled.

340.2. Do benefits of an adopted child end if the
adoption is annulled?

If a child is entitled to a child's benefit based on a legal adoption, the
benefit ends if the adoption is annulled. Benefits end effective with the
month in which the annulment becomes effective.

340.3. Do benefits of a stepchild end in the case of a
divorce?

A stepchild's benefits end if the marriage between the worker and the
stepchild's parent ends in a divorce. Benefits end effective with the last
month for which the stepchild is entitled.

341. Can a child be re-entitled to benefits?

A child whose entitlement ended at age 18 or later may be re-entitled

upon filing an application if:

A. He or she became and remains under a disability which began
before age 22; or

B. He or she is age 18-19 and a full-time elementary or secondary
school student; or

C. He or she was entitled to childhood disability benefits and becomes
disabled again within seven years after the prior entitlement to
those benefits ended. In addition to the above requirements, the
child must not have married since last entitled to benefits, unless
the marriage was void or annulled. Re-entitlement is not possible
after a marriage that ended by death or divorce.

342. When do benefits end for a child who is attending
elementary or secondary school?

If a child is attending elementary or secondary school full time when he
or she turns 19 and has not completed the requirements for a
secondary school diploma or equivalent certificate, the child's benefits
continue through whichever of the following occurs first:

A. The month he or she completes the course;

B. The second month after the month the child reaches age 19 (if the
school operates on a yearly basis, which is the usual case); or

C. The last month of the quarter or semester that is in progress when
he or she reaches age 19 (if the school operates on a quarterly or
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semester basis and requires students to reenroll for each new
quarter or semester).

343. What is an “educational institution”?

A school is considered an “educational institution” if it provides
elementary or secondary education as determined under the law of the
State or other jurisdiction in which it is located.

344. What Does “full-time” mean?

A student is attending an educational institution “full-time” if he or
she is carrying a subject load that is considered full-time for day
students under the standards and practices of the educational
institution. However, a student will not be considered in full-time
attendance if:

A. The student is enrolled in a course of study of less than 13 school
weeks' duration;

B. The student's scheduled attendance is less than 20 hours a week
(unless an exception applies);

C. The student is being paid while attending the educational
institution by his or her employer who has requested or required
that the student attend the educational institution; or

D. The student is confined in a jail, prison, or other penal institution
or correctional facility because of a felony committed after October
19, 1980.
345. When are benefits paid to a child who is not
attending school?

Child's insurance benefits may be paid to a child as a full-time student
for a period of four calendar months or less in which the child does not
attend school if:

A. The child was in full-time attendance immediately before the four-
month period;

B. The child has established an intent to continue full-time or actually
does attend full-time after the end of the four-month period; and

C. The period of nonattendance is not due to the child's expulsion or
suspension from school.
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SPECIAL MONTHLY CASH PAYMENT
346. Special monthly payment at 72.

346.1. Who can receive a special monthly cash payment?

You may be entitled to a special monthly cash payment if you meet the
conditions below:

A. You turned 72 before 1972 (if you turned 72 between 1968 and
1971, you must have earned a specified number of credits (see
§211));

B. You are a resident of one of the 50 States, the Northern Mariana
Islands, or the District of Columbia;

C. You are either:
1. A U.S. citizen; or

2. An alien lawfully admitted to the U.S. and have lived in the
U.S. continuously for the five-year period immediately before
the month you filed the application;

D. You have properly filed an application for the special monthly cash
payment (see §347); and

E. You do not qualify for a regular Social Security benefit under the
fully insured provision discussed in §202.

The special monthly payment ends with the month before the month
you die.

346.2. What is the amount of the benefit?

If you are entitled to the special monthly payment, you will receive a
monthly benefit of $210.60. If your spouse is also entitled to the special
monthly payment, he or she will also receive $210.60. The $210.60
amount was first payable for December 1999. These amounts may be
increased when a cost-of-living increase in benefits is established. (See
§719.)

Your special monthly payment amount is reduced by the amount of any
periodic benefit under a governmental pension system for which you
are eligible. (See §348.)

347. Can special monthly payments be made for the
months before the application was filed?

No, you are not entitled to the special monthly payment earlier than
the month you filed the application. However, if you filed an
application in one of the three months before the month you meet the
requirements in §346, you can be paid under this special condition.
Aside from these exceptions, the regular rules on applications in
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Chapter 15 apply to applications for the special monthly payment at
age 72.

348. Special payments and government pensions.

348.1. Are your payments reduced if you are under a
governmental pension system?

Yes, your special monthly payment is reduced by the amount of any
periodic benefit under a governmental pension system for which you
are eligible for that month.

If you are married, your special monthly payment may be reduced if
your spouse is eligible for a benefit under a governmental pension
system. It does not matter whether you or your spouse is retired and
receiving the governmental pension. Eligibility is the controlling factor.

348.2. What payments are considered “periodic
benefits”?

A periodic benefit under a governmental pension system means any
pension, annuity, or similar payment established by the U.S., a State,
any political subdivision of a State, or any wholly owned instrumen-
tality of one or more of these governmental entities. This includes
monthly Social Security benefits and railroad retirement annuities and
pensions. Lump-sums paid in place of a periodic benefit are also
included. However, workers' compensation payments and payments by
the Department of Veterans Affairs because of a service-connected
disability or a service-connected death are not included.

348.3. What adjustments are made to your benefit
payments if you are eligible for a governmental
pension?

If you are eligible for a governmental pension, the amount of your
pension is subtracted from your special monthly cash payment.

If your spouse is eligible for a governmental pension, but is not entitled
to the special payment, your special payment is reduced. The reduction
amount, after any reduction for your own governmental pension, is the
total amount of any periodic pension for which your spouse is eligible.

If both you and your spouse are entitled to the special payment, each
payment is first reduced by the amount of his or her own governmental
pension (if any). The payment amount is further reduced by each
monthly benefit amount that is more than any periodic pension for
which the other spouse is eligible.
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GENERAL

400. Benefits payable to survivors of deceased insured
worker.

400.1. What cash benefits are paid to you as a survivor of
an insured worker?

When the insured worker dies, your cash benefits as an eligible
survivor may be paid as follows:

Monthly widow(er)'s insurance benefits (see §§401-409);
Monthly surviving child's insurance benefits (see §§8410-414);
Monthly mother's or father's insurance benefits (see §8 415-420);
Monthly parent's insurance benefits (see §8421-427); and/or
Lump-sum death payment (see §8428-433).

Your benefits rates are figured as a percentage of the deceased worker's
primary insurance amount. (See §700.)

400.2. What conditions affect survivor benefits?

The following conditions may affect your benefits as a survivor of an
insured worker:

A. If the deceased worker was insured under the Railroad Retirement
Act, your benefits may be payable under that Act rather than under
the Social Security Act. (See Chapter 23.);

B. If you or the insured worker was granted a tax exemption as a
member of a religious group, whose members oppose insurance
plans such as Social Security, you may not be eligible for survivor
benefits. If you are eligible, your benefits may be smaller (See
§1128.);

C. If you were convicted of the felonious and intentional homicide of
the worker, you cannot become entitled to monthly benefits or the
lump-sum death payment payable on the deceased's Social Security
earnings record. (See §1722.); and

D. If you are a minor convicted of intentionally causing your parent's
death, you may be denied survivor benefits on the earnings record
of your parent.

(See §1837 and §1847 on how conviction by a court for an offense
involving subversive activities and residence in a restricted country
affect the payment of benefits.)

moow>»
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WIDOWER'S INSURANCE BENEFITS

401. When is a widow entitled to widow(er)'s insurance

benefits?

You are entitled to widow(er)'s insurance benefits on a worker's Social
Security record if the following conditions are met:

A.

You are either (1) age 60 or over; or (2) at least age 50 but not age
60 and disabled (as defined in §515) and you meet the disability-
related requirements in §513;

Note: A widow(er) age 60-64 and under a disability is entitled to
disabled widow(er)'s benefits for Medicare purposes. (See §2402
(B).)

The worker died fully insured;

You are not entitled to a retirement insurance benefit that is equal
to or larger than the worker's primary insurance amount;

You have filed an application for widow(er)'s insurance benefits (see
8405 for exceptions and see §1511 for completing application
forms);

You are not married or your marriage can be disregarded (see § 406
for exceptions); and

One of the following conditions is met:

1. You were married to the deceased worker for at least the nine
months just before the worker died (see §404 for exceptions);

2. You are the biological mother or father of the worker's son or
daughter (this requirement is met if a live child was born to you
and the worker, even if the child did not survive);

3. You legally adopted the worker's son or daughter during your
marriage and before the child reached age 18;

4. You were married to the worker when you both legally adopted
a child under age 18;

5. The worker legally adopted (as defined in §329) your son or
daughter during your marriage and before the child reached age
18; or

6. In the month before the month you married the deceased
worker, you were entitled or potentially entitled to either (1)
spouse's, widow(er)'s, father's, mother's, parent's, or childhood
disability benefits under the Social Security Act; or (2)
widow(er)'s, child's (age 18 or over), or parent's insurance
annuity under the Railroad Retirement Act.
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Note: You are “potentially entitled” if you meet all
requirements for entitlement, other than the filing of an
application and attainment of the required age.

402. Widow(er) defined.
402.1. What is the definition of a “widow(er)” for Social
Security purposes?

You are considered a widow(er) of the insured person for Social
Security purposes if:
A. Under applicable law, if at the time the insured person died:

1. You and the insured person were validly married; or

2. You would have the status of widow(er) with respect to the
distribution of intestate personal property;

B. You entered into a ceremonial marriage with the insured person
that was invalid under the law, provided that:

1. You married the insured person in good faith, not knowing of
any impediment to the marriage;

2. You were living with the insured person in the same household
at the time of his or her death;

Note: This statement does not apply if you are divorced or if
you were receiving spouse's benefits at the time of the insured
person's death.

3. For periods prior to January 1991, there is no other person who
is or was entitled to monthly insurance benefits on the insured
person's earnings record and still has the status as a legal
widow(er); and

4. The invalid marriage resulted from either (1) a prior marriage
or its dissolution; or (2) a defect in the procedure followed in
connection with your marriage.

402.2. What does under “applicable law” mean?
Applicable law is either:
A. The law applied by the courts of the State where the insured person
lived at the time he or she died; or
B. The law applied by the District of Columbia if the insured person
was not living in any State at the time of his or her death.
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403. Entitlement of a surviving divorced spouse.

403.1. When is a divorced spouse entitled to benefits on
the worker's Social Security record?

You are entitled to surviving divorced spouse's insurance benefits on
the deceased worker's Social Security record if:

A. You are either (1) age 60 or over; or (2) at least age 50 but not age
60 and disabled (as defined in §515) and you meet the disability-
related requirements in §513;

B. The worker died fully insured;

C. You are not married (see 8406 for exceptions); and

D. You meet the requirements in §401 (C) and (D).

403.2. What is a “surviving divorced spouse”?

You are a “surviving divorced spouse” if you were married to the

worker for 10 years just before the date the divorce became final. You

meet this definition even if you were divorced within the 10-year
period, provided you remarried the worker no later than the calendar
year after the year of the divorce.

404. Exception to nine-month duration-of-marriage

requirement.

404.1. What are the exceptions to the nine-month
duration-of-marriage requirement?

The nine-month duration-of-marriage requirement in 8401 (F)(1) is
waived under any of the following conditions:

A. The insured person's death was accidental;

B. The insured person's death occurred in the line of duty while he or
she was a member of a uniformed service serving on active duty; or

C. The widow(er) was either (1) married to the insured person at the
time of the insured person's death; or (2) previously married to and
divorced from him or her, and the previous marriage had lasted
nine months.

Note: The exception to the nine-month duration-of-marriage
requirement does not apply if, at the time of the marriage, the insured
person could not reasonably have been expected to live for nine
months.

404.2. When is a death considered “accidental”?
The insured person's death is defined as accidental only if:

A. He or she received bodily injuries through violent, external, and
accidental means;
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B. The insured worker died within three months after the day that the
injuries were received; and

C. The worker's death was a direct result of the bodily injuries,
independent of all other causes.

405. When an application for widow(er)'s insurance
benefits not required.

405.1. When are you NOT required to file an application
for widow(er)'s benefits?

You do not need to file an application for widow(er)'s benefits if:

A. You have reached retirement age and you were entitled to spouse's
benefits for the month immediately before the month that your
spouse died;

B. You were entitled to father's or mother's benefits for the month
immediately before the month you reached retirement age; or

C. You were: (1) between ages 62 and retirement age at the time your
spouse died and (2) entitled to spouse's benefits, but not to
disability or retirement benefits. The spouse's benefits are
automatically converted to widow(er)'s insurance benefits.

405.2. When must you file a certificate of election?
You must file a certificate of election to become entitled to widow(er)'s
benefits if:
A. You are receiving reduced spouse's (or divorced spouse's) benefits
and retirement or disability benefits in the month before the month
of the worker's death; and

B. You are between ages 62 and retirement age in the month of the
worker's death.

406. Effect of remarriage.

406.1. Does the remarriage of a widower or surviving
divorced spouse affect widow(er)'s benefits?

Your remarriage after age 60 does not prevent you from becoming
entitled to benefits on your prior deceased spouse's Social Security
earnings record.

406.2. Does the remarriage of a disabled widower or
surviving divorced spouse affect widow(er)'s
benefits?

Your remarriage does not prevent you from becoming entitled to
benefits on your prior deceased spouse's Social Security earnings
records as long as:

A. Your remarriage occurs after you turn 50; and
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B. Your remarriage occurs after you become disabled.

Note: If you remarry before you turn 50, you will not be entitled to
survivor's benefits, unless the marriage ends.

406.3. How does remarriage of a widow(er) or a
surviving divorced spouse before age 60 affect
widow(er)'s benefits?

If you remarry before age 60, you will not be entitled to survivor's
benefits, unless:

A. Your subsequent marriage ends, whether by death, divorce, or
annulment; or

B. Your marriage occurred after age 50 and you were entitled to
benefits as a disabled widow(er) or disabled surviving divorced
spouse.

406.4. How does the termination of a remarriage of a
widow(er) or surviving divorced spouse before age
60 affect widow(er)'s benefits?

If you remarry before you turn 60 and that marriage ends, you may
become entitled or re-entitled to benefits on your prior deceased
spouse's earnings record. Your benefits begin the month the
subsequent marriage ends. If the remarriage was absolutely void or
was annulled from the beginning, see §1853.

407. Amount of widow(er)'s insurance benefit.

407.1. How is the widow(er)'s benefit rate computed?

The widow(er)'s insurance benefit rate equals 100 percent of the
deceased worker's primary insurance amount plus any additional
amount the deceased worker was entitled to because of delayed
retirement credits. (See §720.)

407.2. When is the benefit rate less?

Your widow(er)'s insurance benefit payable may be less than what was
computed above if any of the conditions below apply:

A. A reduction is necessary because the “family maximum” applies
(this reduction is discussed in §8731-732);

B. You are also entitled to a smaller retirement insurance or disability
insurance benefit (only the difference between the larger
widow(er)'s insurance benefit and the other benefit is payable as
the widow(er)'s insurance benefit; however, this amount is payable
in addition to the other benefit);

C. You are entitled for months before the month you reach retirement
age. See §8723-725 for an explanation of how the reduced rate is
computed;
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D. You choose to receive and are paid a reduced widow(er)'s benefit for
months before you reach retirement age. A reduced benefit rate is
payable for as long as you are entitled to widow(er)'s benefits. For a
possible adjustment at age 62 and retirement age, see §728;

Note: Entitlement to this reduced rate may result in a reduction in
any disability or retirement insurance benefit to which you may
later become entitled.

E. You are caring for your deceased spouse's child and:

1. The child is under age 16 or disabled;

2. The child is entitled to child's insurance benefits; and

3. You have not reached retirement age. In this case, your
widow(er)'s benefits are not reduced for those months below 75
percent of the deceased spouse's primary insurance amount; or

F. The deceased worker was entitled to a reduced retirement benefit
for the month before the month he or she died.

408. When will you NOT receive widow(er)'s insurance

benefits?

Widow(er)'s insurance benefits may not be payable for some months if
any of the conditions below apply:

A. You are under age 70, working, and earning more than the annual
exempt amount (see §1803);

B. You are under age 70 and working outside the U.S. for more than
45 hours in a month (see §1823);

C. You are under age 60 (i.e., entitlement is based on disability), and
you refuse, without good cause (see §1834), to accept vocational
rehabilitation services;

D. You are an alien who is outside the U.S. more than six calendar
months in a row;

E. You are an alien who is outside the U.S., and you were deported,;

F. You are entitled to a governmental pension (Federal, State, or a
political subdivision of a State not covered by Social Security) based
of your own employment and:

1. The entitlement requires offset against the Social Security
payment; and

2. The exceptions in §1836 do not apply;

G. You are imprisoned within the U.S. for conviction of a felony, unless
you are entitled based on disability;

Note: You must be participating in a rehabilitation program that
has been specifically approved for you by a court of law. It must be
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expected that you will be able to engage in substantial gainful
activity upon your release within a reasonable time.

H. You do not have a Social Security Number, and you refuse to apply
for one; or

I. You are in the United States, and you are neither a U.S. citizen nor
an alien lawfully present.

The conditions regarding nonpayment of benefits are explained in
more detail in Chapter 18.

409. Termination of widow(er)'s insurance benefits.

409.1. When do your widow(er)'s benefits end?
Your widow(er)'s insurance benefits end when:
A. You die;

B. You become entitled to a retirement insurance benefit that is equal
to or larger than the worker's primary insurance amount;

C. For benefits payable prior to January 1991, you qualified only
under the conditions explained in 8402 (B) and monthly benefits
were awarded on the same earnings record to another individual
who either:

1. Validly married the deceased worker; or
2. Has the same status under State law with respect to the taking
of intestate personal property as you would as the widow(er); or

D. Your disability ends. In this case, your last month of entitlement is
the second month after the month in which your disability ended.
However, your entitlement continues if you reach retirement age on
or before the last day of the third month after your disability ends.

You are not entitled to widow(er)'s benefits for the month in which any
one of the above events occurs, except as explained in (D).

409.2. Do benefits end or are they reduced upon
remarriage?

Your benefits will not terminate or be reduced upon remarriage if:
A. You are a widow(er) or surviving divorced spouse age 60 or over; or

B. You are a disabled widow(er) or a disabled surviving divorced
spouse age 50 or over.

See 8406 for the effects of remarriage on benefits.
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SURVIVING CHILD'S INSURANCE BENEFITS

410. When is a surviving child entitled to child's

insurance benefits?

A surviving child is entitled to child's insurance benefits if the
conditions below are met:

A.
B.
C.

The worker-parent died either fully or currently insured;
The child is the child of the deceased,;

The child is:

1. Under age 18;

2. Under age 19 and a full-time elementary or secondary school
student; or

3. Age 18 or over and under a disability as defined in §507.1
(which began before age 22); and

The child was dependent upon the deceased parent (see8§ 334-337
for the dependency “tests”);
The child is not married; and

An application for child's insurance benefits is filed. (See §511 for
completing application forms.)

Note: An application is not required if the child was entitled to
child's insurance benefits on the deceased parent's earnings record
for the month before the month in which the parent died.

411. What is the definition of “child” for Social Security

purposes?

The term “child” includes the insured worker's:

A.

Natural (e.g., biological) legitimate child, or any other child who
would have the right under applicable State law to inherit intestate
personal property from the insured worker as his or her child;
Note: Applicable State law is the law applied by the courts of the
State where the insured worker was domiciled at the time of death.
If the worker was not domiciled in any State, applicable State law
is the law of the courts of the District of Columbia.

Stepchild, under certain circumstances (see §331);

Legally adopted child (see §329);

Child of an invalid ceremonial marriage entered into under the
conditions explained in §328;

Natural child, provided the insured worker:
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1. Has acknowledged in writing that the child is his or her son or
daughter;

2. Has been decreed by a court to be the parent of the child;
3. Has been ordered by a court to contribute to the support of the
child because the child is his or her son or daughter; or

4. Has been shown to be the child's father or mother by other
reasonable evidence. The worker must have lived with the child
or contributed to the child's support when the child's application
was filed or when the insured worker died; or

F. Dependent grandchild or step-grandchild (see §325).

Note: The court action in (E) above must be made before the worker's
death.

412. Amount of surviving child's insurance benefit.

412.1. How is the surviving child's benefit rate
computed?

The surviving child's insurance benefit rate is three-fourths (.75) of the
deceased parent's primary insurance amount.

412.2. When is the benefit rate less?
The child's insurance benefit may be less than above if the “family
maximum?” applies and all the benefits on that earnings record have to
be reduced.
(See §§730-732 for a discussion of the family maximum. See 88733-737
for the effect of simultaneous entitlement to more than one Social
Security benefit.)

413. When are child's insurance benefit NOT payable?

The child's insurance benefit may not be payable for some months if

any of the conditions below are met:

A. The child works and earns more than the yearly exempt amount
(see §1803);

B. The child works outside the U.S. for more than 45 hours in a month
(see §1823),

C. The child is an alien who is outside the U.S. for more than six
calendar months in a row;

D. The insured parent had been deported, and the child is an alien
who is outside the U.S,;

E. The disabled child, age 18 or over, refuses to accept vocational
rehabilitation services without good cause;
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Note: The child's insurance benefit may be payable for all months
while the disabled child is still under age 19, if a full-time student,
as defined in §344.

F. The disabled child, age 18 or over, is married to a retirement
insurance beneficiary whose benefit is not payable because of work
activity;

G. The disabled child, age 18 or over, is married to a disability
insurance beneficiary whose benefit is not payable because of
refusal to accept vocational rehabilitation services without good
cause;

H. The child is confined within the U.S. in a jail, prison, or other penal
institution or correctional facility for conviction of a felony;

Note: The benefit may still be payable if the child is participating
in a rehabilitation program that has been specifically approved for
the child by a court of law. It must be expected that the child will be
able to engage in substantial work upon release within a
reasonable time.

I. The child does not have a Social Security Number, and the child or
his or her parent, guardian, or person acting on the child's behalf
refuses to apply for one; or

J. Thechild is in the United States and is neither a U.S. citizen nor an
alien lawfully present.

The conditions regarding nonpayment of benefits are discussed in more
detail in Chapter 18.

414. When do child's insurance benefits end?

Surviving child's insurance benefits end when any of the conditions
below are met:

A. The child dies;

B. The child reaches age 18 and is neither under a disability nor a full-
time elementary or secondary school student;

Note: Entitlement to childhood disability benefits ends when the
child age 18 or older is no longer under a disability that began
before age 22. However, benefits may continue if the child is still
under age 19 and a full-time elementary or secondary school
student. (For a situation where a student may continue to be
entitled to child's benefits even though he or she has reached age
19, see §342.)

C. The child marries;

Note: For exceptions: see 81852 if a disabled child age 18 or over
marries another Social Security beneficiary; see §1853 if the
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marriage is absolutely void or has been annulled from the
beginning.
D. The child's entitlement is based on a legal adoption and the
adoption is annulled; or
E. The child is a stepchild of the worker, and the marriage between
the worker and the stepchild's parents ends in divorce.
The effective date of the termination of benefits is the month in which
any of the above events occurs. However, a disabled child's benefits
terminate effective with the second month following the month in
which he or she is no longer under a disability. Also, a stepchild's
benefits terminate effective with the month after the divorce becomes
final.

(See §341 for reentitlement conditions.)

FATHER'S AND MOTHER'S INSURANCE BENEFITS

415. When is a widow(er) entitled to father's or mother's
insurance benefits?

As a widow(er), you are entitled to father's or mother's insurance

benefits if all of the conditions below are met:

A. The insured worker died either fully or currently insured;

B. You have filed an application for father's or mother's insurance
benefits;

Note: See §1511 for completing application forms. No application
is required if you were entitled to spouse's insurance benefits for
the month before the month in which the insured worker died.

C. You are not entitled to a retirement insurance benefit that is equal
to or larger than the amount of the unadjusted father's or mother's
insurance benefit;

D. You have in care a child of the deceased worker under age 16 or
disabled who is entitled to child's insurance benefits (see 88312-315
for definition of “in care”);

E. You are not married (see §417);

F. You are not entitled to widow(er)'s insurance benefits; and

G. You meet one of the conditions in §401 (F).

416. When is a surviving divorced spouse entitled to
father's or mother's insurance benefits?

You are entitled to father's or mother's insurance benefits, as a
surviving divorced spouse of a worker who died fully or currently
insured, if you meet the following conditions:
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A. Prior to January 1, 1991, you and the worker were validly married
under State law (see 8402 (A)), but the marriage ended in a final
divorce. After January 1, 1991, a marriage based on the
requirements in 8402 (B) also qualifies;

B. You filed an application for father's or mother's insurance benefits;
Note: No application is required if you were entitled to spouse's
benefits for the month before the month the worker died.

C. You are not married,;

D. You are not entitled to widow(er)'s insurance benefits, or to a
retirement insurance benefit that is equal to or larger than the
father's or mother's full benefit;

E. You have in your care the worker's child who is entitled to child's
insurance benefits and:

1. The child is your natural or legally adopted child;
2. The child is entitled to child's insurance benefits on the worker's
earnings record; and
3. The child is under age 16 or disabled; and
F. You meet one of the requirements in §401 (F).

417. Effect of remarriage

417.1. How does remarriage affect father's or mother's
insurance benefits?

If you receive father's or mother's benefits, your remarriage will
generally end your entitlement. It also prevents any future entitlement
to father's or mother's benefits on the prior deceased spouse's Social
Security record.

417.2. Can you be entitled if the remarriage ends?
You can be entitled or re-entitled to father's or mother's or surviving
divorced father's or mother's benefits if your subsequent marriage ends
by death, divorce, or annulment. Entitlement or re-entitlement to
father's or mother's benefits begins with the month your subsequent
marriage ends.

Note: If your remarriage was absolutely void was annulled from the
beginning, see §1853.

418. Amount of father's or mother's insurance benefit.
418.1. How is the father's or mother's insurance benefit
rate computed?

The father's or mother's insurance benefit rate is equal to three-fourths
(.75) of the deceased worker's primary insurance amount.
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418.2. When is the benefit rate less?

You father's or mother's insurance benefit amount may be less if either
of the conditions below are met:

A. A reduction is necessary because the family maximum applies (see
§8730-732); or

B. You are also entitled to a smaller retirement or disability insurance
benefit. In this case, an amount equal to the difference between the
father's or mother's benefit rate and the other benefit rate is
payable as the father's or mother's benefit. This is paid in addition
to the other benefit.

(For the effect of simultaneous entitlement to other Social Security
benefits, see §§733-737.)

419. When are father's or mother's insurance
benefits NOT payable?

Father's or mother's insurance benefits may not be payable for some
months if any of the conditions below are met:

A. You work and earn more than the yearly exempt amount (see
§1803);

B. You work outside the U.S. for more than 45 hours in a month (see
§1823);

C. You are an alien who is outside the U.S. for more than six calendar
months in a row;

D. The deceased worker had been deported and you are an alien who
is outside the U.S;

E. You do not have in care a child of the deceased worker under age 16
or disabled who is entitled to benefits on any Social Security record;
or, if you are a surviving divorced father or mother, you do not have
in care a child of the deceased worker who is:

1. Your natural or legally adopted child;
2. Under age 16 or disabled; and
3. Entitled to benefits on the deceased worker's record;

F. You are married to an individual entitled to retirement insurance
benefits and those benefits are not payable because of that
individual's work activity;

G. You are married to an individual entitled to disability insurance
benefits and those benefits are not payable because the individual
either (1) refuses to accept vocational rehabilitation; or (2) is
subject to workers' compensation offset;
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H. You are entitled to a governmental pension (Federal, State, or a
political subdivision of a State not covered by Social Security) based
of your own employment and:

1. The entitlement requires offset against the Social Security
payment; and

2. The exceptions in §1836 do not apply;
I. You are imprisoned within the U.S. for conviction of a felony;

J. You do not have a Social Security Number and you refuse to apply
for one; or

K. You are in the United States, and you are neither a U.S. citizen nor
an alien lawfully present.

The conditions regarding nonpayment of benefits are discussed in more

detail in Chapter 18.

420. When do father's or mother's insurance benefits
end?

Your father's or mother's insurance benefits end if any of the conditions
below are met:

A. There are no children of the deceased worker under age 16 or
disabled who are entitled to a child's insurance benefit;

B. If you are a surviving divorced father or mother, you have no
natural or legally adopted child under age 16 or disabled who is
entitled to a child's insurance benefit on the deceased worker's
earnings record;

C. You become entitled to a widow(er)'s insurance benefit;
D. You die;

E. You become entitled to retirement insurance benefits in an amount
equal to or greater than three-fourths (.75) of the spouse's primary
insurance amount;

F. You marry; or

Note: If you marry a person entitled to retirement, disability,

divorced spouse's, widow(er)'s, father's, mother's, parent's, or

childhood disability benefits, see §1852. If the subsequent marriage

ends, you may be re-entitled (see §417).

G. For benefits payable before January 1991:

1. You were qualified for benefits only under the conditions
explained in 8402 (B); and

2. Your monthly benefits are awarded on the same earnings record
to another individual who either:

a. lIsvalidly married to the worker; or
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b. Has the same status under State law with respect to the
taking of intestate personal property as would a widow(er).

You are not entitled to father's or mother's insurance benefits for the
month in which any of the terminating events above occur.

PARENT'S INSURANCE BENEFITS

421. When is a parent of a deceased person entitled to
parent's benefits?

You are entitled to parent's benefits as a parent of a deceased insured
person if the conditions below are met:

A. The insured person was fully insured at the time of death;

B. You file an application for parent's benefits (see §1511 for
completing application forms);

C. You have reached age 62;

D. You are not entitled to a retirement insurance benefit that is equal

to or larger than the amount of the unadjusted parent's insurance
benefit after any increase to the minimum benefit;

E. You were receiving at least one-half support from the insured
person at the applicable time (see §423);

F. You filed evidence that the support requirement was met with the
Social Security Administration within the required time limit (see
8§424);

G. You have not remarried since the insured person's death; and

H. One of the following conditions is met:

1. You are a natural parent and would be eligible under the law of
the State where the worker lived to share in the intestate
personal property of the worker as the worker's parent;

2. You legally adopted the insured person before he or she turned
16; or

3. You became the deceased's stepparent by a marriage entered
into before the deceased turned 16.

422. Parent defined.

422.1. Who is considered a “parent” for Social Security
purposes?
You are considered the parent of the insured person if, under
applicable State law, it is found that you have the status of parent with
respect to the taking of intestate personal property at the time of the
insured person's death.
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422.2. What does under “applicable State law” mean?
Applicable State law is either:

A. The law applied by the courts of the State where the insured person
was domiciled at the time he or she died; or

B. The law applied by the District of Columbia if the insured person
was not domiciled in any State at the time of his or her death.

423. When must the support requirement be met?

The support requirement must be met:
A. At the time that the insured person died; or

B. At the beginning of a period of disability that was established for
the deceased if it continued up until the month that he or she died.

424. When must you file evidence of support?

You must file evidence of support within the two-year period:

A. After the date of the death of the insured person, if that point is
being used; or

B. After the month in which the insured person had filed an
application to establish a period of disability if that point is being
used.

You must file evidence of support within the appropriate period, even if
you may not be eligible for benefits at that time (e.g., you have not
reached retirement age). The time limit may be extended for good
cause. (See §1519.)

425. Amount of parent's insurance benefit.

425.1. How is the parent's insurance benefit rate
computed?

The parent's insurance benefit rate, if only one parent is entitled to
benefits, equals to 82 1/2 percent (.825) of the deceased worker's
primary insurance amount.

The parent's insurance benefit rate, if two parents are entitled to
benefits on the same earnings record, equals 75 percent (.75) of the
deceased worker's primary insurance amount. Each parent receives
this amount.

425.2. When is the benefit rate less?

There is no actuarial reduction of benefits payable for months before
you turn 65. However, your benefit payable may be less if any of the
conditions below are met:

A. The “family maximum” is involved (see §8730-732). In this case, all
benefits payable on the earnings record may be reduced,;
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B. You are entitled to a retirement or disability insurance benefit that
is less than the parent's insurance benefit. In this case, only the
difference between the amount of the parent's insurance benefit
and the other benefit is payable as your insurance benefit.

(For the effect of simultaneous entitlement to other Social Security
benefits, see §§733-737.)

426. When are parent's insurance benefits NOT payable?

You parent's insurance benefits may not be payable for some months if:

A. You are under age 70, working, and earning more than the exempt
amount (see §1803);

B. You work outside the U.S. for more than 45 hours in a month (see
§1823);

C. You are an alien who is outside the U.S. for more than six calendar
months in a row;

D. The worker had been deported, and you are an alien who is outside
the U.S;; or

E. You are imprisoned within the U.S. for conviction of a felony.

The conditions regarding nonpayment of benefits are explained in
more detail in Chapter 18.

427. When do parent's insurance benefits end?

Your parent's insurance benefits end if any of the conditions below are
met:

A. You die;

B. You become entitled to a retirement insurance benefit that is equal
to or larger than the amount of the unadjusted parent's insurance
benefit; or

C. You marry.

Note: If the marriage is to a person entitled to monthly Social
Security benefits as a divorced spouse, widow(er), mother, father,
parent, or a disabled child age 18 or over, see §1852.

If the remarriage was absolutely void or was annulled from the
beginning, see §1853.

You are not entitled to parent's insurance benefits for the month in
which any of the above events occurs.
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LUMP-SUM DEATH PAYMENT

428. When is a lump-sum death payment paid?

A lump-sum death payment may be made on the Social Security record
of a worker who dies either fully or currently insured. The lump-sum is
a one-time payment of $255 (see §700 for an exception). It is paid in
addition to any monthly survivors insurance benefits that are due.

429. When will you NOT receive a lump-sum death
payment?

You cannot be paid a lump-sum death payment on the Social Security
record of a deceased worker, regardless of his or her insured status, if
any of the following conditions are met:

A. The worker was deported after September 1, 1954, and, at the time
of death, was not lawfully readmitted to the U.S. (see §1842 for a
discussion of this condition);

B. The worker could not have been paid a monthly benefit for the
month before the month in which he or she died. At that time, the
worker was an alien who was outside the U.S. for more than six
calendar months in a row (see §1843 for a discussion of this
condition);

C. You were convicted of the felonious homicide of the worker;

D. The worker was granted a tax exemption as a member of a religious
group, which has not ended; or

E. The Railroad Retirement Board has jurisdiction in the survivor's
claim; or has already paid a lump-sum death payment.

430. When is a lump-sum paid to the surviving
widow(er)?

You are eligible for the lump-sum death payment based on your
relationship with the worker as husband and wife if both of the
following conditions are met:

A. You were living in the same household as the worker when the
worker died. This rule also applies when there is an absence; and

B. You filed an application for the lump-sum within the required time
limit (see §§1517-1519).

(See 8402 for the definition of a “widow(er).”)
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431. When no spouse living in household.

431.1. Who receives the lump-sum death payment if there
is no spouse living in the household?

Providing he or she is entitled to or eligible for benefits as a widow(er),
mother, or father for the month the worker dies, the lump-sum is
payable to a surviving spouse not living with the deceased worker at
time of death if:

A. There is no spouse living in the same household with the worker
when he or she died; or

B. The surviving spouse dies before the lump-sum is paid.
431.2. Who is considered an “eligible” person?

An “eligible” person is one who would have been entitled to benefits
had a timely application been filed.

431.3. Can the lump-sum be paid to a divorced spouse?
No, the lump-sum is not payable to a divorced spouse.

431.4. Who receives the lump-sum if there are two
surviving spouses?

In rare situations, there may be two surviving spouses (e.g., one meets
the requirement in 8402 (A)(1) and the other meets the requirement in
§ 402 (A)(2)). Both spouses may be eligible for the lump-sum, even
though neither was living in the same household as the worker when
he or she died. In this situation, the lump-sum is equally divided
between the spouses.

432. Lump-sum payable to children.

432.1. Can the lump-sum be paid to children?

If there is no spouse to receive the lump-sum death payment, the lump-
sum is payable to a child or the children of the deceased worker. The
child or children must have been entitled to or eligible for benefits on
the deceased's earnings record for the month the worker died.

432.2. How is the lump-sum paid of there is more than
one child?

In the case of several children, each child is eligible for an equal share
of the lump-sum.

432.3. What happens if one or more eligible children do
not apply for the lump-sum?

If one or more of the children choose not to apply, those children who do
apply are paid only their equal share of the lump-sum. The unpaid
balance remains unpaid, unless those children who originally chose not
to apply later decide to do so.
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433. When application must be filed.

433.1. When must you file the application for the lump-
sum?
You must file the application for the lump-sum death payment within
the two-year period ending with the second anniversary of the insured
person's death. The filing period may be extended under certain
conditions as explained in §§1517-1519.

433.2. Who must file an application for the lump-sum
payment?
You must file an application for the lump-sum death payment if:
A. You are not entitled to wife's or husband's benefits on the deceased

person's Social Security record for the month just before the month
in which the insured person died; or

B. You are a child.
Note: If more than one child is entitled to the lump-sum, each
child must apply to receive his or her share of the payment.
433.3. When do you NOT need to file an application for
the lump-sum?

You do not need to file an application for the lump-sum as a widow(er)
if you were entitled to wife's or husband's benefits on the deceased
person's Social Security record for the month just before the month in
which the insured person died.
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INTRODUCTION

500. What are the types of disability protection
under Social Security?

There are seven types of disability protection included under Social

Security:

A. Monthly cash benefits for a disabled worker (see §§501-506)
and family. The benefits for the disabled worker are usually called
“disability insurance benefits.” However, in this Chapter they are
called “disabled worker's benefits.” This is to distinguish them from
other benefits for disabled persons.

B. Monthly cash benefits for the needy, blind, or disabled
individuals. This includes blind or disabled children (see §2110 for
the definition of a child)) under the Supplemental Security Income
(SSI) program. The evaluation of the disability is discussed in
Chapter 6. Other conditions for eligibility are discussed in Chapter
21.

C. The establishment of a period of disability for a disabled
worker. This protects against the loss of or the reduction in the
disability amount or retirement insurance benefits for the worker
or the worker's survivors. The establishment of a period of
disability excludes the time that the worker is disabled when
determining either insured status or the amount of benefits. This
protects the worker since it is likely that the worker does not have
substantial earnings when disabled. (See §§508-512.)

The requirements for disabled worker's benefits and for
establishing a period of disability are nearly the same. A worker
entitled to either one is usually entitled to both.

D. Monthly cash benefits for a disabled widow(er) or disabled
surviving divorced spouse. These benefits apply to disabled
widow(er)s or disabled surviving divorced spouses age 50-59 who
meet the other requirements for entitlement to widow(er)'s
insurance benefits. (See 88401-403: the disability-related
requirements are explained in 88513-515.) Statements in this
Chapter that apply equally to disabled widow(er)s and disabled
surviving divorced spouses refer to them simply as “disabled
widow(er)s.”

E. Monthly cash benefits for a disabled son or daughter of a
worker entitled to disabled worker's or retirement benefits or of an
insured worker who died. These benefits are payable as early as
age 18. They are referred to as childhood disability benefits (see
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§517) because the son or daughter must have become disabled
before reaching age 22. (See Chapter 3 for an explanation of other
requirements for entitlement to child's insurance benefits that
must be met by a worker's son or daughter.)

F. Vocational rehabilitation services for a Social Security
disability beneficiary or a SSI disabled or blind recipient. These
services are available for beneficiaries who are able to work as long
as they are provided with some assistance. The assistance is
provided by a State vocational rehabilitation agency, an approved
state agency, or an approved non-State vocational rehabilitation
program. (See §518.)

G. Hospital and supplementary medical insurance protection
to:

1. A person under age 65 who has been entitled to either of the
following:

a. Disability benefits as a disabled worker, widow(er), or adult
child; or

b. Disabled widow(er) benefits for at least 24 months.

Note: The person must be entitled to benefits on the basis
of insured status established under the Social Security Act.
This does not include credits earned under the program of
any other country.

2. A person who:

a. Has chronic kidney failure requiring a regular course of
dialysis or a kidney transplant; and

b. Is fully insured, currently insured, or entitled to monthly
insurance payments because of work covered by the Social
Security Act or the Railroad Retirement Act. This includes
the spouse or dependent child of a person who is insured or
entitled to monthly benefits payable under these Acts.

3. A person whose disability did not end prior to December 1,
1980. The beneficiary may have his or her medical coverage
continued for a maximum of 24 months after entitlement ends
based on disability, provided medical recovery has not occurred.

Note: After this period, a person may elect to purchase
premium Medicare coverage. This is provided he or she
continues to have a disabling impairment, files during an
enrollment period, and his or her premium-free Medicare
coverage ended because of substantial gainful activity.
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ENTITLEMENT TO DISABILITY INSURANCE
BENEFITS

501. Entitlement to disabled worker's benefits.
501.1. When are you entitled to disabled worker's
benefits?

If you are a disabled worker, you are entitled to monthly cash benefits
if you meet the following conditions:

A. Are under a disability as defined in §507;

B. Hauve filed an application for disabled worker's benefits (see§ 1502
and 81513 for the period during which an application is effective);

C. Have disability insured status (see §207);

D. Have completed a five-month waiting period, unless you are exempt
from this requirement (see §502); and

E. Have not turned 65.

Your benefits begin with the first month that you meet all of the
conditions above.

501.2. What are “auxiliary benefits”?

“Auxiliary benefits” are additional monthly benefits (see Chapter 3).
These benefits may be payable to other family members on your
earnings record if you are entitled to disabled worker's benefits. They
are payable to your family members even if you are not receiving
benefits because of imprisonment. (See 8505(E).)

502. Waiting period.

502.1. What is the “waiting period”?

The waiting period consists of five (5) full calendar months in a row. It
begins with the earliest full calendar month (not more than 17 months
before the month you filed the application) that you:

A. Were under a disability; and

B. Had disability insured status for benefit purposes. (See §207.)

You are not entitled to benefits for any month in the waiting period.
502.2. When is the waiting period NOT required?

No waiting period is required if any of the following conditions are met:

A. You were previously entitled to disabled worker's benefits. These
benefits must have ended within five years before the month you
again became disabled; or
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B. You were previously entitled to a period of disability. These benefits
must have ended within five years before the month you again
became disabled.

Note: The waiting period requirement does not apply to SSI benefits.
503. Amount of disabled worker's benefit.
503.1. How is the amount of your disabled worker's
benefit computed?

Your disabled worker's benefit rate is generally equal to the primary
insurance amount. For an explanation of how to figure the disabled
worker's benefit amount and regular, reduced, and total family
benefits, see Chapter 7.

503.2. When is your benefit rate less?

Your actual disabled worker's benefit rate may be less than the

primary insurance amount if any of the conditions below are met:

A. A reduction becomes necessary because you receive workers'
compensation and/or a public disability benefit based on your work
relationship paid under a Federal, State, or local public law or plan
(see 8§504); or

B. You become entitled to disabled worker's benefits after a reduced
widow(er)'s or retirement insurance benefit (see §724).

504. Reduction to offset workers' compensation.
504.1. Why are disabled workers' benefits sometimes
reduced?

Your SSA disability insurance benefits, (and family benefits based on

your earnings record) and/or public disability benefit amount may be

reduced to fully or partially offset your worker's compensation benefit.

If applicable, the reduction also offsets your disability benefit under a

Federal, State, or local public law or plan received for the same month.
504.2. When is the reduction in the benefit made?

A reduction in your disabled worker's benefit may be made for any

month before the month you turn 62 or 65. The reduction is made only

if the following total benefits payable:

A. Toyou and your dependents under the Social Security Act; plus

B. Toyou as workers' compensation; plus

C. Toyou as other public disability benefits (if applicable) exceed the
higher of:

1. 80 percent of your “average current earnings” before your
disability began; or
2. Your family's total Social Security benefit before the reduction.
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The offset of benefits continues until you turn either age 62 or 65
depending on your onset of disability and month of entitlement to
benefits.

504.3. What is “average current earnings”?
“Average current earnings” is the highest of:

A. Your average monthly wage upon which your un-indexed disability
primary insurance amount is based (see Chapter 7);

B. Your average monthly earnings from covered employment and self-
employment during the highest five years in a row after 1950; or

C. Your average monthly earnings based on the single calendar year of
highest earnings from covered employment. This single calendar
year can be the year that your disability began or any of the five
years before.

504.4. When are your disabled worker's benefits NOT

reduced?

Your disabled worker's benefit is not to be reduced if the workers'

compensation law or plan under which you receive your benefit

provides for its reduction. The workers' compensation law or plan must

be in effect as of February 18, 1981.

504.5. What factors determine the offset and its amount?
Different factors are used to determine whether there is an offset and
the amount of the offset. The factors depend on when you became
disabled and the date you became entitled to benefits:

A. Your workers compensation benefits and/or public
disability benefits received under a Federal, State, or local public
program are considered in determining the offset amount if:

1. You became disabled after February 1981; and
2. You became entitled to disability benefits after August 1981.

B. Only benefits paid as workers' compensation are considered in
determining the amount of the offset if:

1. You became disabled before March 1981; or

2. You became entitled to disabled worker's benefits before
September 1981.
Note: The offset of benefits ends when you turn 62 (rather than
65).
504.6. What factors are NOT considered in determining
the offset and its amount?

The following are not considered in determining the offset and its
amount:
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All Department of Veterans Affairs benefits;
B. Needs-based benefits;

C. Federal, State, or local disability benefits based on State or local
employment, all or almost all of which were covered for Social
Security purposes; and

D. Private pension or private insurance benefits.
504.7. How is the reduction amount computed?
The amount of reduction is the amount paid:
A. Toyou and your dependents under the Social Security Act; plus
B. To you as workers compensation; plus

C. Toyou as other public disability benefits (if applicable) exceed the
higher of:

1. 80 percent of your “average current earnings” before your
disability began; or

2. Your family's total Social Security benefit before the reduction.

The formula above means that your combined payments after the
reduction are never less than your total Social Security benefits before
the reduction.

504.8. Can your Social Security benefit amount change?

Your amount of Social Security benefits can go up or down based on
increases or decreases in your workers' compensation/public disability
benefits. In addition, the amount of the reduction can be adjusted from
time to time to take into account increases in national earnings levels.
In no event does this adjustment decrease the total amount of benefits
payable on your earnings record.

504.9. How are lump-sum payments considered when
computing the amount of offset?

Sometimes a State Workers' compensation law or a Federal, State, or
local public disability benefit law/plan generally provides for periodic
payments but permits a lump-sum settlement. The lump-sum
settlement can be in the form of a commutation or compromise
agreement and releases the insurer or the employer from liability. Such
a settlement is a substitute for periodic payments and is subject to the
offset. In this situation, the lump-sum is prorated to reflect the
monthly rate that would have been paid had the lump-sum award not
been made. Medical and legal expenses incurred by the worker in
connection with the workers' compensation/public disability benefit
claim may be excluded from computing the offset.
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505. When are your disabled worker's benefits NOT

paid?

You do not receive disabled worker's benefits for months during which
you meet any of the following conditions:

A.

B.

G.

You are deported or removed from the U.S. under certain provisions
of law (see §1841);

You are an alien, and either:

1. Living outside the U.S. for more than six full calendar months
in a row (see §1845 for exceptions to this rule); or

2. Residing in a country where payment is prohibited by U.S.
Treasury regulations (see §1847 and §1848);

You are entitled to disabled worker's benefits only because your
turned 55 and are blind (see 8507.4) and you are engaging in
substantial gainful activity;

You have refused, without good cause, to accept vocational rehabili-
tation services available under a State plan approved under Title |
of the Rehabilitation Act of 1973;

Note: Good cause for refusing vocational rehabilitation services
exists if, for example, you are a member of any recognized church or
religious sect that teaches reliance solely upon prayer or
spirituality for the treatment of any impairment. Your refusal to
accept vocational rehabilitation services is based solely on your
belief (see §1834).

You are imprisoned in the United States for conviction of a felony
committed at any time;

Note: You may still be eligible for benefits if you are participating
in a rehabilitation program that has been specifically approved for
you by a court of law. It must be expected that you will be able to
engage in substantial gainful activity upon your release within a
reasonable time. (See §1850.)

You are engaging in substantial gainful activity following your
completion of a trial work period (see §506 and §519), even though
you may still have a disability; or

You are living in the United States and you are neither a U.S.
citizen nor an alien lawfully present.

506. When do disabled worker's benefits end?

Your last month of entitlement to disabled worker's benefits is
generally whichever of the following months occurs first:
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A. The second month after the month your disability ends. However,
there are certain conditions under which your benefits may
continue; or re-entitlement to benefits may be established after
your disability ends:

1. Benefits for persons in vocational rehabilitation
programs. Your benefits as a disabled worker or a blind
(beginning April 1, 1988) and disabled needy individual,
participating in a vocational rehabilitation program, may
continue until:

a. You complete the program; or

b. For a specified period of time, if your disability ends before
you complete the vocational rehabilitation program.

Note: This condition applies only if you have medically
recovered and you began the vocational rehabilitation
program before your disability ended. In addition, we must
have determined that your continued participation in the
vocational rehabilitation program increases the chances
that you will be permanently removed from the disability
benefit rolls.

2. Extended period of eligibility for re-entitlement to
benefits following trial work period. If you continue to have
a disabling impairment following the completion of a nine-
month trial work period, you receive an extended period of
eligibility.
If your disability payments ended because of work activity and
your earnings later fall below the level considered substantial
gainful activity, your benefits may start again. In this case, you
do not need to file a new application.

Note: Effective July 1, 1987, the extended period of eligibility
condition no longer applies if you are entitled to supplemental
security income disability payments.

Effective January 1, 1988, the law was amended. The re-
entitlement period was lengthened from 15 months to 36
months for individuals entitled to benefits for any months
January 1988 or later and whose re-entitlement period has not
passed as of January 1, 1988.

B. The month before the month you turn 65. When you turn 65, your
benefits are automatically converted to retirement insurance
benefits; or

C. The month before the month you die.
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507. Definition of disability for disabled worker's
benefits.

507.1. When are you considered “disabled”?

You are considered “disabled” and entitled to disabled worker's benefits
if you meet the following conditions:

A. You cannot engage in any substantial gainful activity (see §603)
because of a physical or mental impairment (see §601). You must
not only be unable to do your previous work, but also any other type
of work considering your age, education, and work experience (see
§609);

Note: It does not matter whether such work exists in your
immediate area, whether a specific job vacancy exists, or whether
you would be hired if you applied for work.

B. Your impairment(s) is determined medically by a doctor;

C. Itis expected that your impairment(s) can either result in death or
last for at least 12 months in a row; and

D. Your impairment(s) must be the primary reason for your inability
to engage in substantial gainful activity.

Note: The definition of disability above also applies to adults (persons
age 18 or over) for determining eligibility on the basis of disability
under the SSI program.

507.2. Are impairments relating to your commission of a
felony covered by disability cash benefits?

Under Title 11, if you committed a felony after October 19, 1980, you
are not entitled to disability cash benefits if:

A. Your impairments (or the aggravation of preexisting impairments)
are related to your commission of the felony; or

B. Your impairments (or the aggravation of preexisting impairments)
are related to your confinement in a correctional facility for the
conviction the felony.

507.3. Can a period of disability be established for
impairments relating to your commission of a
felony?

Although you may not be eligible for cash benefits, your confinement-
related impairments and aggravations may be used to establish a
period of disability. You can apply to have your Social Security
records show how long you are disabled. If a period of disability is
established, the months in that period of time are not counted in
computing your average earnings for any future benefits.
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507.4. Is blindness considered a disability?
For Title 11, there is a special blindness condition if you are a blind
worker who is at least 55. You are considered disabled if the following
conditions are met:
A. You cannot engage in substantial gainful activity because of your
blindness; and
B. Your blindness keeps you from doing work that you previously
could do with some regularity and over a substantial period of time.

No benefits are payable for any month that you engage in substantial
gainful activity. (See §505(C).)

507.5. What is the definition of “blindness”?
For Social Security purposes, “blindness” is either of the following:

A. Central visual acuity of 20/200 or less in the better eye with the use
of a correcting lens; or

B. A limitation in the field of vision so that the widest diameter of the
visual field subtends an angle of 20 degrees or less (tunnel vision).

Note: The same definition of blindness applies to all applicants for
purposes of determining eligibility on the basis of blindness under the
SSI program.

507.6. Are impairments relating to drug or alcohol
abuse covered by disability benefits?

For both Title Il and Title XVI, no individual is considered disabled if
drug or alcohol abuse is a contributing factor of disability. This is true
regardless of age.

(See 8512, 8515, and 8517, respectively, for definitions of disability
relating to establishing a period of disability, establishing entitlement
to disabled widow(er)'s benefits, and benefits for a disabled son or
daughter age 18 or over.)

(See Chapter 6 for a further explanation of how disability is evaluated.)

PERIOD OF DISABILITY
508. What is a “period of disability”?

For Title 11, a “period of disability” is the period of time when you have
no earnings (or low earnings) because of your disability. This period of
disability is not counted when determining your insured status (88206-
209) and the monthly benefit amount payable to you and your family
(see Chapter 7). The period of disability can also preserve your family's
rights to benefits in another way: the beginning date of the period of
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disability is a point for determining dependency of a child (§333) and a
parent (§421).

509. When can you establish a period of disability?
For Title 11, you may establish a period of disability if you meet the
conditions below:

A. You file an application either while you are disabled or no later
than 12 months after your period of disability ends; (See §511.)

Note: An effective application on behalf of a deceased worker may
be filed within three months following the month of the worker's
death. It is filed by a person who would be qualified for unpaid
monthly benefits (see §1902).

B. You have disability insured status (see §207);

C. You were disabled before a final decision was made on your
application; and

D. You were disabled for a period of at least five months in a row
before you turned 65 (or you are exempt from serving a waiting
period (see §502)).

510. When does your period of disability begin?

For Title Il, your period of disability begins:

A. On the date your disability began, if you have disability insured
status (see §207) as of that day; or

B. On the first day of the first calendar quarter after your disability
began and you attain disability insured status.

511. When does your period of disability end?

For Title 11, your period of disability generally ends with the last day of
the month that the earliest of these events occurs:

A. The second month after the month your disability ends;

B. The month before the month you turn 65; or

C. The month you die.

Note: See §506(A) for the circumstances under which your period of
disability may continue after your disability ends. This section also
provides the circumstances under which your period of disability may
continue if you have completed a trial work period and are performing
substantial gainful activity.

512. How is “disability” defined for establishing a
period of disability?

There are two definitions of disability for the purpose of establishing a
period of disability:
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A. The basic definition used for disabled worker's benefits (see §507.1);
or

B. “Blindness”, as defined in §507.5.
(See Chapter 6 for a further explanation of how disability is evaluated.)
513. When can you receive widow(er)'s benefits
based on disability?
You can receive disabled widow(er)'s benefits as a disabled widow(er) or

surviving divorced spouse age 50-59 if, effective for benefits payable
January 1991 or later, you meet the conditions below:

A. You meet the definition of disability for disabled workers in §507.1.;

B. You became disabled no later than seven years after the latest of
the following months:

1. The month the worker died;

2. The last month you were previously entitled to mother's or
father's insurance benefits on the worker's earnings record; or

3. The month your entitlement to widow(er) insurance benefits
ended because the disability ended;

C. You have been disabled throughout a waiting period of five full
calendar months in a row; and

Note: No waiting period is required if you were previously entitled
to disabled widow(er)'s benefits.

D. You meet the non-disability requirements for a surviving spouse or
a surviving divorced spouse (see Chapter 4).

Note: A widow(er) age 60-64 and under a disability is entitled to
disabled widow(er)'s benefits for Medicare purposes; see §2402.

(See 8407 concerning the amount of benefits.)

514. When do disabled widow(er)'s benefits begin?

The first month of your entitlement to disabled widow(er)'s benefits is
the latest of the following months:

A. Either of the following months, depending on whether a waiting
period is required:

1. If awaiting period is required, the sixth consecutive full
calendar month of disability; or

2. If awaiting period is not required, the first full calendar
month of disability;

B. The month your insured spouse died;

C. The twelfth month before the month you applied for benefits (see
§1513 for retroactivity of application); or
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D. The month you turn 50.
(See 8409 for when disabled widow(er)'s benefits end.)

515. How is “disability” defined for determining
entitlement for disabled widow(er)'s benefits?

For Title 11, the definition of “disability” for determining your
entitlement to disabled widow(er)'s benefits is the same as that shown
for disabled workers in §507.1. This definition applies to disabled
widow(er)'s benefits payable January 1991 or later.

(See Chapter 6 for a further explanation of how disability is evaluated.)
Note: The following may not be used to establish disabled widow(er)'s
benefits:

A. Impairments or the aggravation of preexisting impairments related
to the commission of a felony after October 19, 1980, for which the
you are convicted; or

B. Impairments or the aggravation of preexisting impairments related
to your confinement for committing such a crime.

CHILDHOOD DISABILITY BENEFIT

516. When is a child entitled to SSI disabled child
benefits?

A child under 18 is entitled to supplemental security income disabled

child benefits if the following conditions are met:

A. He or she has any medically determinable physical or mental
impairment(s) that results in “marked and severe functional
limitations;” and

B. The physical or mental impairment(s) is expected to last for a
continuous period of at least 12 months.

No individual under the age of 18 who engages in substantial gainful

activity is considered disabled.

Note: “Marked and severe functional limitations” is the standard of

disability in the Social Security Act for children claiming SSI benefits.

It is a level of severity that meets medically equals or functionally

equals the listings. See appendix 1 of subpart P of part 404 for the

Listings.

517. Title Il childhood disability benefits.

517.1. When are childhood disability benefits payable?

Benefits for your disabled son or daughter age 18 or over (childhood
disability benefits) are payable if your son or daughter:
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Meets the same definition of disability in §507.1;

B. Meets the other requirements for child's insurance benefits (see
§323);

C. Is not imprisoned within the U.S. for conviction of a felony (see
§1850); and

D. Has been disabled before turning 22.
(See 8340 for events that end these benefits.)

Note: Disabled adult sons or daughters can qualify on the record of a
stepparent or grandparent in some cases.

517.2. When can a disabled child become re-entitled to
benefits?

Your disabled adult son or daughter may be re-entitled to childhood
disability benefits if he or she becomes disabled again. The recurrence
of the disability must occur within seven years (84 months) of the
month in which benefits were terminated because the earlier disability
ended. These benefits are payable without a waiting period.

517.3. Can a disabled child receive SSI payments?

See 8516 for the definition of disability for SSI disabled child
payments. See Chapter 21 for other conditions related to eligibility for
SSI disabled child payments.

VOCATIONAL REHABILITATION SERVICES

518. Vocational rehabilitation services.

518.1. What is the purpose of vocational rehabilitation
services?

We often refer applicants for Social Security benefits to a provider of
vocational rehabilitation services. These referrals are made so that a
maximum number of people who have the potential for achieving
productive work may be rehabilitated.

A brochure entitled “How Social Security Can Help with Vocational
Rehabilitation” (SSA Publication No. 05-10050) provides additional
information on this subject.

518.2. How are vocational rehabilitation services
funded?

Since October 1, 1981, the costs of rehabilitation services have been
primarily financed through funds used to administer the basic rehabili-
tation grants program. In some cases, the service provider receives
additional reimbursement for rehabilitation costs. This is done on a
case-by-case basis.
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TRIAL WORK PERIOD

519. Trial work period.

519.1. What is the purpose of the trial work period?

A trial work period provides an incentive for personal rehabilitation
efforts for you as a disabled worker, disabled widow(er), or childhood
disability beneficiary (who is still disabled) to return to work. It allows
you to perform services in as many as nine months (within a 60-
consecutive-month period if nine months of services were not
completed before January 1992).

519.2. Does the trial work period affect benefit rights?

If your disability does not improve during the trial work period, your
rights to benefits are not affected.

Your trial work period may result in the end of your disability for Social
Security purposes. If so, your benefits continue for the month your
disability ends and the next two months.

519.3. Does work you do during the trial work period
determine the end of your disability?

Any work and earnings during the nine-month trial work period is
disregarded in determining whether your disability ended during the
trial work period. However, work done during or after the trial work
period is considered in determining whether your disability ended
after the trial work period.

519.4. Can your benefits end before the trial work period
ends?

The trial work period does not prevent the consideration of any medical
evidence that demonstrates your recovery before the ninth-month
period. Therefore, it is possible for your benefits to end before the ninth
month of trial work.

519.5. How trial work periods are allowed?
Only one trial work period is allowed in any one period of disability.

(See 8506 for conditions under which an extended period of eligibility
occurs after the trial work period.)

519.6. When is your work during the trial work period
not counted as a “month of service”?

For calendar year 2001, use the following guidelines to determine if
your work during a trial work period does not count as a “month of
service” for trial work period purposes:

A. Your earnings from employment are $530 or less in a month; or
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B. Your earnings from self-employment activity are $530 or less in a

month and you spend 80 hours or less in self-employment activity.
The dollar amount is adjusted each year based on the national average
wage.

520. When are you NOT eligible for a trial work period?

A trial work period is not possible if you meet any of the following

conditions:

A. You are entitled to benefits as a disabled widow(er) and your
disability ended before December 1, 1980 (Widow(er)s whose
disabilities end after November 30, 1980 are entitled to a trial work
period (see §521.);

B. You are entitled to disabled worker's benefits for which you
qualified without a waiting period (8502), provided you were not
entitled to benefits after December 1991;

C. You are a blind disabled worker (under certain circumstances)
entitled only under the alternative definition of disability in
§507.4);

D. You are entitled to a period of disability, but not to disability
insurance cash benefits (see 8500(C)); or

E. You are entitled to supplemental security income disability
payments.

521. Beginning and ending of trial work period.

521.1. When does the trial work period begin?

Your trial work period begins with the month you become entitled to
disability benefits. It cannot begin before the month that you file your
application for disability benefits.

521.2. When does the trial work period end?
The trial work period ends with the month below that occurs first:

A. The ninth month (whether or not those nine months are
consecutive) in which you perform services (see §519); or

B. The month in which it is determined that your impairment
improves so that you no longer have a disabling condition.

(See 8506 for conditions under which an extended period of eligibility
occurs after the trial work period.)
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BENEFICIARY'S OBLIGATION

522. What events must you report to the Social Security
Administration?

As a beneficiary of Social Security benefits based on a disability (or if
you have a period of disability), you must notify the Social Security
Administration of any of the following events:

A. An improvement in your disabling condition;

B. Any change in your work status, such as:

Work begins (employment or self-employment);

Work stops (employment or self-employment);

Work activity increases;

Your income increases; or

Your disability-related work expenses change or stop.

C. You apply for payments under a workers' compensation program or,
where applicable, a disability program;

D. There is an increase or decrease in the amount of payment received
under a workers' compensation program or, where applicable, a
disability program;

E. You receive a lump-sum settlement under a workers' compensation
program or a disability program;

F. Your workers' compensation and/or public disability payments stop
(see 8504); or

G. You are confined within the U.S. for the conviction of a felony.

ok wbdPE
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DISABILITY DETERMINATIONS

600. For whom are disability determinations made?

We make disability determinations for the following individuals:

A. An insured individual who applies for disability benefits or for a
period of disability (as described in Chapter 5);

B. Widow(er)s and disabled children who qualify because of
relationship to an insured worker; and

C. An individual who qualifies and applies for Supplemental Security
Income (SSI) benefits.

This Chapter explains generally how the terms and requirements in

Chapter 5 pertain to evaluating disability. It also covers what evidence

is needed to determine if an individual is entitled to benefits.

601. What is a “medically determinable” impairment?

A “medically determinable” physical or mental impairment (see §507)
is one resulting from anatomical, physiological, or psychological
abnormalities. The impairment must be confirmed by medically
acceptable clinical and laboratory diagnostic techniques.

602. Impairment lasting or expected to last at least 12
months.

602.1. When do you meet the 12-month disability
requirement?

Even if your recovery is expected after the 12-month period, you may
still meet the disability requirement that your impairment last for at
least 12 months in a row (see §507.1). The 12-month requirement may
also be met even if you file the application for disability benefits after
you have recovered. This is provided your impairment keeps you from
engaging in substantial gainful activity for at least 12 months in a row.

(See 8509, which describes the application requirements for
entitlement to a period of disability.)

602.2. Does the 12-month disability requirement apply to
SSI benefits?

The 12-month duration-of-disability requirement also applies in
establishing disability for SSI applicants.

Note: This requirement does not apply to statutorily blind applicants.
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603. Definition of substantial gainful activity.

603.1. What does “substantial gainful activity” mean?
The term “substantial gainful activity” is used to describe a level of
work activity and earnings.
“Substantial” work activity involves doing significant physical or
mental work, or a combination of both, that are productive.
“Gainful” work activity is either of the following:
A. Work performed for pay or profit;
B. Work of a nature generally performed for pay or profit; or
C. Work intended for profit, whether or not a profit is realized.
603.2. Does work need to be performed on a full-time
basis to be considered “substantial”?

For work activity to be substantial, it does not need to be performed on
a full-time basis. Work activity performed on a part-time basis may
also be substantial. (See 8§618-621.)

603.3. Is there a different definition of “substantial
gainful activity” for blind people?
A special definition of “substantial gainful activity” applies to
individuals disabled by blindness. These individuals are considered to
be performing substantial gainful activity if their earnings are higher
than the monthly limit that applies to beneficiaries age 65 or over who
are receiving retirement benefits (see §1807).

Note: Blind individuals who qualify for SSI benefits are not subject to

the substantial gainful activity provision.

604. Independent determination under the Social
Security Act.

604.1. How are disability determinations made?

We make independent disability determinations. Our decision is
based on all of the facts in your individual case.

604.2. Do disability decisions by other agencies affect
SSA's determination of disability?

A decision made by another governmental or non-governmental agency
that you are or are not disabled is not controlling for the purpose of
meeting the disability requirements of the Social Security Act.

604.3. Do disability decisions by a treating source affect
SSA's determination of disability?

A statement by an expert treating your impairment regarding the
nature of its severity is controlling if:
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A. It is well supported by medically acceptable clinical and laboratory
diagnostic techniques; and

B. It is consistent with other evidence in your file.

604.4. What if the statement by a treating source is NOT
controlling?

If the statement by your treating source is not controlling, the weight
we give to the statement depends on the following:

A. The extent to which it is supported by clinical and laboratory
findings;

B. The extent to which it is consistent with other evidence as to the
severity and probable duration of your impairment(s);

C. The examining and treatment relationship;
D. The specialization of the treating source; and
E. Any other relevant factors.

605. Does SSA make disability determinations on a
rating schedule?

We do not make disability determinations on a rating schedule. You are
either disabled or not disabled. There is no “percentage of disability”
caused by a given impairment.

MEDICAL EVIDENCE

606. Medical evidence as basis for decision of “not
disabled.”

606.1. When does medical evidence establish that you
are not disabled?

The medical evidence in your case may establish that you are not
disabled if your impairment(s) is not severe. Your impairment(s) is not
severe if it does not significantly limit your physical or mental ability)
to perform basic work activities, such as: sitting, standing, walking,
lifting, carrying, handling, reaching, pushing, pulling, climbing,
stooping, crouching, seeing, hearing, speaking; understanding,
carrying out, and remembering simple instructions; using judgment;
responding appropriately to supervision, co-workers, and usual work
situations; and dealing with changes in a routine work setting.

606.2. When is a child considered NOT disabled for SSI

disabled child benefits?

In the case of SSI disabled child payments, a child is not considered
disabled if medical and other evidence shows that the child's
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impairment(s) is only a slight abnormality. Slight abnormalities cause
no more than minimal limitations.

607. Medical evidence as basis for decision of
“disabled”, Listing of Impairments.

607.1. When is medical evidence alone enough to
establish your disability?

Medical evidence alone may establish that you are disabled (this
includes children under age 18) if:

A. The evidence shows that you have an impairment included in the
Listing of Impairments; or

B. The evidence shows you have an impairment that is medically the
same as a listed impairment.

You must not be engaged in any substantial gainful activity.

607.2. Is the diagnosis of an impairment on the Listing
enough to establish your disability?

A diagnosis alone does not meet the guidelines of the Listing just
because it has the same name as a listed impairment. To be considered
a listed impairment, it must have the symptoms, clinical signs, and
laboratory findings specified in the Listing.

Note: Statutorily blind people do not need to show the inability to
engage in substantial gainful activity to establish a period of disability
(see §8617).

607.3. How is the Listing of Impairments used to
establish a disability?

The Listing of Impairments is set out in our regulations. We use the
Listing to determine if an impairment is disabling. The Listing
contains examples of common impairments for each of the major body
systems that are severe enough to keep a person from doing any
gainful activity. In the case of a child, the Listing gives examples of
impairments that cause marked and severe functional limitations.

Many of the listed impairments are permanent, expected to last at
least 12 months, or expected to result in death. For impairments not on
this Listing, the evidence must show that an impairment has lasted or
is expected to last for at least 12 months in a row.
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DISABILITY EVALUATION

608. What factors, other than impairment, are
considered in determining if you are disabled?

Evaluation of your disability application for disabled worker's benefits,
adult SSI disability payments, childhood disability benefits, or a
“period of disability” considers all facts in your case. We give primary
consideration to the severity of your impairment. However, if you have
a condition that is neither a listed impairment (see §607), nor is
determined to be the medical equivalent of one, you may be disabled
under the definition in 8507.1. We also consider if your impairment
prevents you from performing your past relevant work, and any other
work considering your impairment, age, education, and work
experience.

Note: An application for SSI disabled child payments is denied if the

child's condition(s):

A. Is not severe, i.e., it causes no more than a minimal limitation in
the child's ability to function; or

B. Does not meet, or medically equal, or functionally equal the
listings. If you are eligible for SSI based on disability in the month
before the month you turn 18, we must redetermine your eligibility
using the adult rules when you turn age 18.

609. Evaluation considering age, education, and
work experience.

609.1. How are your age, education, and work
experience considered when making a disability
determination?

We consider age, education, and work experience collectively when
making a disability determination. Two special provisions may
establish disability if you are unable to perform any of your past
relevant work:
A. Afinding of disability may be made if you meet all of the conditions
below:
1. You have long-time work experience (at least 35 years) limited
to strenuous, unskilled, physical labor;
2. You have a sixth grade or less education;
3. You have a significant impairment that prevents you from
performing your previous kind of work; and

4. You have not shown an ability to do lighter work.
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B. A finding of disability may also be made if you meet all of the
conditions below:

1. You have no past relevant work;

2. You are at least 55 years old;

3. You have less than a high school education; and
4

You have an impairment that is more than “not severe” (see
§606).

609.2. Does your age affect disability determinations?

Younger and more educated workers than those described above may
not be considered disabled, considering age, education, and work
experience.

609.3. Is unemployment due to advancing age enough to
show your inability to do substantial gainful
activity?

Your advanced age may affect your capacity to work in competition
with others. However, unemployment due mainly to age does not show
that you are unable to engage in substantial gainful activity due to a
medical impairment. This is true even if you feel that you are not hired
solely on the basis of your age.

609.4. Is lack of an education enough to show your
inability to do substantial gainful activity?

A formal education and work experience affect your ability to work.
They also affect your ability to adapt to a new kind of job if you have an
impairment that prevents performance of past work. However, a lack of
formal schooling (or limited formal education) does not necessarily
show your inability to do or adjust to skilled work. For example, the
duties of your previous work may establish your ability to do skilled
work. Your previous work tasks may also show your ability to transfer
your skills to other jobs that are within your remaining ability.

610. What does “work that exists in the national
economy” mean?

“Work that exists in the national economy” is work for which there are
significant number of jobs. The jobs exist either in the region where
you live or in several regions of the country.

611. Does your employment condition affect a
disability determination?

Your impairment must be the main reason that you cannot work. You
are not considered disabled as defined in §507.1 if your remaining
ability and work experience make it possible for you to do work that
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exists in the national economy. This is true even if you are unemployed
because of any of the following:

A. Inability to get work;

Lack of work in local area;

Hiring practices of employers;

Technological changes in the industry in which you worked;
Cyclical economic conditions;

No job openings;

Not actually being hired to do work you could otherwise do; or
Not wanting to do a particular type of work.

612. How is disability defined for disabled widow(er)s?

IOMMOUO W

Prior to January 1, 1991, your disability is based on a medically
determinable physical or mental impairment that is severe enough to
keep you from engaging in any gainful activity. This is true regardless
of your age, education, and work experience. Meeting or equaling the
level of severity described in the Listing of Impairments is enough to
determine that you are disabled.

After January 1, 1991, disability is defined the same as for disabled
workers.

EVIDENCE OF DISABILITY

613. Are you considered disabled if you are
receiving treatment for an impairment?

If your impairment requires a prescribed treatment that is expected to
restore your ability to work, you may or may not be found disabled. You
may be considered disabled if, despite treatment, your impairment
meets the severity requirement and is expected to last 12 months. You
are not considered disabled if you refuse treatment without
justification.

614. Evidence of disability.
614.1. Who is responsible for providing evidence of
disability?
It is your responsibility as the claimant to provide evidence of
disability.
614.2. What evidence must you submit with the
application?
You or an individual filing the application on your behalf may be asked
to provide the following:
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Names and addresses of doctors and medical treatment facilities;

Dates of treatment and any other information that may relate to
the supposed disability;

Any sources of medical evidence supporting the supposed disability;
Information relating to education, work experience, and daily
activities both before and after the supposed onset of disability; and
Any other pertinent facts showing the effects of the impairment on
the ability to perform work-related functions.
614.3. What responsibility does SSA have in gathering
evidence for disability determinations?

We pay the reasonable cost for existing medical evidence from any non-
Federal hospital, clinic, laboratory, or other provider of medical
services, if we request it and it is required for determination. If you
have not received medical attention and/or evidence is not available,
we are responsible for costs relating to gathering such evidence. This
includes necessary transportation costs.

614.4. What types of evidence do you need to provide if
you are filing for SSI for a child?

In an SSI child case, the evidence we may consider includes:

Medical evidence;
School records;

Information from people who can tell us about the child's
functioning on a day-to-day basis, such as parents, other caregivers,
early intervention programs, preschool and school teachers; and

Any information you can give us about the sources of information
described here will help us evaluate the child' case.

A parent, guardian, or other individual applying for SSI disabled child
payments on behalf of a child under age 18 is ordinarily required to
furnish information about the child. This may include the following:

A.

B.

Names and addresses of day-care providers, schools, or other
facilities that would have information about the child;

Information relating to the child's achievement of developmental
milestones;
Information relating to the child's ability to engage in age-

appropriate activities of daily living in self-care, play, recreation,
school and academics, peer relationships, and family life; and

Any other pertinent facts showing the effect of the child's
impairment(s) on his or her growth, development, and maturation.
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615. What should medical evidence include?

The medical evidence of your mental or physical impairment should
include:

A.

A report from a licensed physician; licensed osteopath; licensed or
certified psychologist, including licensed or certified school
psychologists for mental retardation and learning disabilities;
licensed podiatrists for impairment(s) of the foot, or foot and ankle,
as delineated in the state licensure;

A copy of, or abstract from, the medical records of a hospital,
clinic, medical institution, sanatorium, or other health care facility;

Clinical findings (such as the medical history, physical or mental
status examinations or both), laboratory findings, diagnosis, and
treatment prescribed with response and prognosis. In cases
involving visual impairments, the measurement of visual acuity
and visual fields reported by a licensed optometrist may be used:

1. For adults, the evidence should also describe the ability to
perform work-related functions such as sitting, standing, or
moving about, lifting, carrying, traveling, handling objects,
hearing or speaking, and, in cases of mental impairment, the
ability to reason or make occupational, personal, or social
adjustments.

Note: This evidence is not needed in blindness claims.

2. For an SSI disabled child, the medical sources opinion about
the child's functional limitations compared to children the same
age who do not have impairments in acquiring and using
information: attending and completing tasks, interacting and
relating with others, moving about and manipulating objects,
caring for yourself, and health and physical well-being.

616. Consultative examinations.

616.1. When do you need a consultative examination?

We may require a consultative examination in situations including, but
not limited to, the following:

A.

B.

To gather more evidence because the evidence obtained is not
enough to make a disability decision;

To obtain more detailed medical findings about the your
impairment(s);
To obtain technical or specialized medical information;

To resolve conflicts or differences in medical findings in the
evidence already in file; or
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E. To resolve the issue of your ability to engage in substantial gainful
activity.
Consultative examinations are at our expense.
616.2. Who administers the consultative examination?

We prefer that you obtain the consultative examination from your
treating source. Another source may be an independent consultant
used by us to perform such examinations. In some situations, we pay
travel expenses relating to a medical examination required in
connection with a disability determination.

616.3. What happens if you refuse a consultative
examination?

If you refuse a consultative examination without good cause, we make
a decision based only on the evidence in your file.

SUBSTANTIAL GAINFUL ACTIVITY

617. Importance of substantial gainful activity.

617.1. Does the ability to do substantial gainful activity
mean that you are not considered disabled?

If there is evidence of your ability to do substantial gainful activity, you
are not eligible for disability benefits. This is true even if your
impairment is as severe as, or even more severe than, those in the
Listing of Impairments. (See 8607.)

617.2. Does the ability to do substantial gainful activity
apply to all types of disability protection?

You do not receive disability benefits if you can engage in substantial
gainful activity, unless you meet one of two exceptions:

A. A statutorily blind worker age 55 or over-Evidence of an
ability to engage in non-similar substantial gainful activity does
not prevent a finding of disability for either entitlement to benefits
or establishment of a period of disability. However, disabled
worker's benefits are not payable for months of actual engagement
in substantial gainful activity. (See §505.)

B. A statutorily blind applicant for SSI benefits- Evidence of an
ability to engage in substantial gainful activity does not prevent a
finding of blindness. However, earnings are considered under the
income and resources provisions. (See §82128-2166.) This provision
also applies to children under age 18.
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618. When does your work performance show the
ability to perform substantial gainful activity?

Doing work during your supposed disability may indicate your ability
to engage in substantial gainful activity in the following ways:

A. Work that is not gainful activity in itself may indicate that you are
capable of increased effort. It may also show that you are able to
use greater work skills or abilities;

B. The performance of duties involving skills, experience, or showing a
substantial contribution to a business may indicate your ability to
engage in substantial gainful activity; and

C. The satisfactory performance of work or an assignment may show
your ability to engage in substantial gainful activity. Poor
performance or the need for close supervision or help could be
evidence of your inability to do so.

Note: If you have not shown by work that you are able to engage in
substantial gainful activity, we consider all the medical and vocational
evidence in your file to determine whether you have the ability to do so.
In the case of a child under age 18 filing for SSI childhood disability
benefits, we consider the ability to independently, appropriately, and
effectively engage in age-appropriate activities.

619. “Make work.”

619.1. What is “make work”?

“Make work” is work involving minimal or insignificant duties. This
type of work makes little or no demand on you and contributes little or
nothing to the employer or your business (if self-employed).

619.2. Does doing make work show your ability to
engage in substantial gainful activity?

Your performance of “make work” does not show that you are able to
engage in substantial gainful activity.

620. Significance of earnings.

620.1. Does the amount of your earnings affect whether
or not you can do substantial gainful activity?

Your earnings amount during a period of alleged disability may
establish your ability to engage in substantial gainful activity.
Substantial earnings generally do so. However, low or no earnings
during a period of work activity do not establish your inability to
engage in substantial gainful activity. The circumstances under which
work is performed are considered.
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620.2. What if you must stop working because of the
impairment?
If you must stop working after a short time because your impairment
gets worse or prevents you from working, your earnings do not
demonstrate your ability to engage in substantial gainful activity.

620.3. Does your work in a “sheltered” establishment
affect whether or not you can do substantial
gainful activity?

If you work under special conditions (e.g., in a sheltered workshop)
only the earnings relating to your own efforts are considered. Subsidies
based on financial need or other non-work factors are not considered.
The fact that a “sheltered” establishment operates at a deficit or
receives charitable or governmental aid is not material.

620.4. Can the costs of impairment-related items and
services be deducted from your earnings?

The cost of certain impairment-related items and services (e.g., certain
attendant care services, medical devices and equipment, prostheses,
and similar items and services that are necessary to control your
disabling condition) that you pay for and need in order to work are
deductible from earnings. The significant factor is the relationship
between your work productivity and payment.

620.5. Are there any earnings criteria that indicate
whether or not you are doing substantial gainful
activity?

Certain earnings criteria have been established as reasonable
indications of whether you are engaging in substantial gainful activity.
Earnings after 1989 as an employee averaging:

A. Over $700 a month ordinarily show that you are engaged in
substantial gainful activity;

B. Less than $300 a month ordinarily show that you have not engaged
in substantial gainful activity; and

C. Between $300 and $500 a month require that consideration is given
to all circumstances related to your work activity.

Note: Earnings of $500 a month or less in a sheltered workshop or
similar facility ordinarily demonstrates that you have not engaged in
substantial gainful activity.

(See §603.3 for the special definition of substantial gainful activity
applicable to disabled blind individuals.)
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621. How are your earnings as a self-employed
person considered for determining substantial
gainful activity?

Your actual earnings as a non-blind self-employed worker may be given
less weight in determining your ability to engage in substantial gainful
activity than the extent of your activities in the business. This is so
because earnings or losses from your business may be due to factors
other than work activities. For example, your business may have only a
small profit or may operate at a loss, even if your work is enough to be
considered substantial and gainful.

(See §603.3 for the special definition of substantial gainful activity
applicable to disabled blind individuals.)

DISABILITY STATUS CEASES

622. When are continuing disability reviews conducted?

We may conduct a continuing disability review from time to time to
determine if your disability continues. Some situations warranting a
continuing disability review are the following:

A. Occurrence of the date of a scheduled medical reexamination, in
cases where your impairment is expected to improve or where
improvement is possible;

B. Voluntary reports received from beneficiaries indicating medical
improvement or return to work;

C. Substantial earnings posted to a beneficiary's employment record;
or

D. A report of medical improvement received from a vocational
rehabilitation agency.

623. When does disability end?

Your disability ends when:

A. There has been a medical improvement in your impairment(s)
relating to your ability to work; and

B. The impairment does not meet or equal a current listing in the
Listing of Impairments; and

C. You are not currently disabled; or

D. One of the following conditions exists:

1. One of certain exceptions to medical improvement applies and
your impairment(s) considered together with your age,
education, and work experience (see §609) does not prevent you
from engaging in substantial gainful activity (see §603);
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2. Subject to the trial-work period provisions (see §§ 519-521), you
demonstrate the ability to engage in substantial gainful activity
by working (see §603) (See 8617 for exceptions.);

Note: In SSI cases, disability does not end on this basis.

3. You do not cooperate with us (e.g., you refuse to give us needed
medical or other evidence);

4. We cannot find you (e.g., a question of whether you are still
disabled needs to be resolved); or

5. You fail to follow prescribed treatment that could restore your
ability to engage in substantial gainful activity.
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PRIMARY INSURANCE AMOUNT (PIA) — GENERAL

700. Primary Insurance Amount (PIA) as basic figure.

In this Chapter, “first eligibility” means the year when you reach age
62 or when you begin a period of disability. “Entitlement” means that
an individual meets all of the requirements for receiving benefits. This
includes the filing of an application.

700.1. How do you figure your cash benefits?

The Primary Insurance Amount (PIA) is the figure used to determine
almost all of your cash benefit amounts. These benefit amounts include
your monthly benefits as a worker and benefits for your dependents
and survivors. The PIA is based on your taxable earnings (see §713)
averaged over the number of years you worked. This produces a
monthly benefit that partially replaces the loss of your income because
of retirement, disability, or death. The lump-sum death payment (see
8428) is $255; however, it may be less if your PIA was computed under
a totalization agreement. (See §107.) The only cash benefit not based
on the PIA is the special monthly payment made to uninsured persons
age 72 or over discussed in §346.

700.2. How does SSA determine your average earnings?

There are generally two methods for determining average earnings.
The method we use depends upon when you are first eligible or when
you die:

A. First eligibility or death before 1979; or
B. Firsteligibility or death before age 62 in 1979 or later.

700.3. What is the PIA based on under “first eligibility or
death prior to 1979”7

We base your PIA on your Average Monthly Earnings (AME). We use
the actual earnings reported by your employers or reported by you as a
self-employed worker. This method may also apply in limited
circumstances for individuals whose first eligibility is after 1978 as
defined in §706.2.

700.4. What is the PIA based on under “first eligibility or
death before age 62 in 1979 or later”?

We base your PIA on the Average Indexed Monthly Earnings (AIME).
We index your earnings from 1951, including the second year before
the year of your first eligibility or death, whichever comes first.
Indexed means that your earnings are adjusted to put them in
proportion to the earnings level of all workers for those years. Your
actual reported earnings are used to compute the AIME for the years
beginning with the year before your first year of eligibility.
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This example shows how to calculate the PIA for an individual retiring
at age 65 in the year 2000. Assume Mr. Francis retires at age 65 in
2000. The significant year for setting the index factor is 1995, which is
the second year before the year in which he reached age 62. Average
wages of all wage earners in 1995 are compared to average wages of all
wage earners in each year after 1950. If Mr. Francis' earnings were
$3,000 in 1951 and the wages of all wage earners in 1995 were
8.8160978 times higher than the average wages of all wage earners in
1951, (the index 1951 factor is 8.8160978). Therefore, the 1951 indexed
earnings for Mr. Francis are $26,536.72 ($3,000 x 8.8260978). Index
factors apply for each year to be indexed, depending on the ratio of
average wage levels for all wage earners in each year compared to
1995. It is equally true that a different year of attainment of age 62
would change the index factors. In Mr. Francis' situation, earnings in
years beginning with 1991 will not be indexed but will be the actual
amounts reported.

700.5. What if a worker dies before reaching age 62 in
1979 or later?

If an insured worker dies before age 62, his or her earnings are indexed
differently to compute the PIA on which widow(er)'s benefits are based,
if this results in a higher benefit. In this case, the worker's earnings
are indexed up to and including the earlier of the following:

A. The year in which the worker reaches age 60; or

B. The second year before the widow(er) becomes eligible, but never
earlier than the second year before the worker died.

700.6. Why are adjusted earnings used instead of actual
earnings in computing the PIA?

Adjusted earnings are used instead of actual earnings to reduce the
difference between a younger worker's average income and an older
individual's average earnings. If not, the younger worker's benefit
amounts would be based on fewer, more recent years of earnings while
the older worker's average earnings would include lower amounts that
were earned and taxable in earlier years of Social Security coverage.

700.7. Are there exceptions for individuals who have
worked several years at low earnings?

A special minimum PIA is possible for workers who have worked under
Social Security for many years at low earnings. (See §717.) At least 11
years of working at low earnings are required. Additional years are
usually needed to bring the amount of the special minimum PIA to
more than the PIA computed under the methods explained in
subsections 700.3 - 700.5 above.
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AME OR AIME

701. How are the Average Monthly Earnings (AME)
or the Average Indexed Monthly Earnings (AIME)
computed?

To compute your AME or AIME, divide your total earnings in the
“computation years” (see §703) by the number of months in those
years. The exception is explained in §709. If the result is not an exact
multiple of $1, round down to the next lower multiple of $1.

702. When is the usual computation formula used?

The usual computation formula is used if:
A. You become entitled to retirement or disability insurance benefits;

B. You die without being entitled to retirement or disability insurance
benefits; or

C. We need to compute your PIA again. (See §722.)
COMPUTATION YEARS

703. Computation years defined.

703.1. What are “computation years”?

Your computation years are those years, selected from the “base years”,
that you earned the most income. Your total earnings in the
computation years are then added together and divided by the number
of months in those years to get the AME or the AIME.

703.2. How are the number of years, selected as the
computation years, determined?

The number of years, which are selected as the “computation years” in
a particular case, is determined in the following steps:

A. Determine the “elapsed years” using the rules in §704 or §707;

B. Add or divide this number by five, depending upon your type of
claim:

1. Retirement or survivors insurance benefits: subtract five
from the result attained in (A) above. Go to step (C).

2. Disability insurance benefits where you were first
entitled after June 1980: divide the result attained in (A)
above by five. Disregard any fraction (do not round up or down).
Subtract the result (cannot exceed five) from the number of
elapsed years. Go to step (C).

3. Disability insurance benefits for months after June 1981:
divide the result attained in (A) above by five. Disregard any
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fraction (do not round up or down). Subtract the result (cannot
exceed five) from the number of elapsed years. You may further
reduce the elapsed years by the number of years that a child,
either yours or your spouse's, under age three was living
primarily with you (“childcare years”), provided that: (1) you did
not have earnings each childcare year; and (2) the combined
total number of childcare years and regular years subtracted
from the elapsed years (attained in step (A) above) does not
exceed three. Go to step (C).

C. The number remaining is the number of “computation years”. This
number cannot be less than two. The computation years are
selected from the base years, as defined in §705 or §709. The years
selected are those of highest earnings. For the computation indexed
method (see §700), the selection is made after the earnings are
indexed.

D. To compute the AME or AIME, add together your total earnings in
the computation years. Divide this result by the number of months
in those years.

ELAPSED YEARS

704. Elapsed years defined.

704.1. What are “elapsed years”?

Under the usual formula, “elapsed years” are those calendar years
after 1950, or after you turn 21, if this is later.

704.2. How do you determine elapsed years for
retirement insurance benefits?

For retirement insurance benefit purposes, elapsed years are those
calendar years after 1950 up to the year you turn 62.

An insured worker turned 62 on December 2, 1994, and filed his
application for retirement insurance benefits on January 3, 1995.
There are 40 elapsed years, counting the years from age 22 through
1993. The number of “computation years” is 35 (40 minus 5).

704.3. How do you determine elapsed years for survivors

insurance benefits?

For survivors insurance benefit purposes, elapsed years are those
calendar years after 1950 up to either: (1) the year of death; or (2) the
year of attainment of age 62, whichever is earlier.
Determining elapsed years for survivors insurance benefits
(year of death). An insured worker died on November 3, 1994, at the
age of 59. The widow filed a claim for mother's benefits on November
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10, 1994. There are 37 elapsed years beginning with 1957 (age 22)
through 1993. There are 32 computation years (37 minus 5).

Determining elapsed years for survivors insurance benefits
(attainment of age 62). An insured worker turned 62 in October 1993
and died on September 4, 1995. His widow filed for widow's insurance
benefits on October 1, 1992. The elapsed years end the year before the
year that the worker attained age 62. There are 39 elapsed years
beginning with 1954 through 1992. There are 34 computation years (39
minus 5).

704.4. How do you determine elapsed years for disability
insurance benefits?

For disability insurance benefit purposes, elapsed years are those
calendar years after 1950 up to either:

A. The year your waiting period for disability insurance benefits
begins (see 8502); or

B. If there is no waiting period, up to the year of your first month of
entitlement.

The year you reach age 62 and later years are not counted as elapsed
years. Also, whole or partial years within a period of disability are not
normally counted as elapsed years. However, you can count them if
your PIA would be higher if they were counted or if your insured status
is affected by not counting them.

An insured woman turned 50 in January 1995 and is found entitled to
disability insurance benefits. It is determined that her waiting period
began on March 1, 1995. The elapsed years run from 1967 (age 22)
through 1994 and total 28.

BASE YEARS

705. What are base years?

Your base years are the years after 1950 up to the year of the first
month you become entitled to retirement or disability insurance
benefits. For a survivor's claim, the base years include the year of the
worker's death. A year wholly contained in a period of disability is not
included in the base years. Years partially within a period of disability
are included.

Mr. Clifford applied for retirement insurance benefits in October 1995.
He is found entitled to a reduced benefit beginning October 1995, the
month in which he is age 62 throughout the month. His base years for
purposes of the initial computation of his benefit rate are the years
1951 through 1994, the year before the year in which he became
entitled to benefits (October 1995). Since the elapsed years are 40
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(1955 through 1994, the year before he attains age 62), the
computation years are 35 (40 minus 5). To find the PIA, the earnings
are averaged over the 35 highest of the base years 1951 through 1994
after the earnings are indexed. Mr. Clifford's PIA may be recomputed
to take into account any earnings he had in 1995. This increase, if any,
in his retirement insurance benefit will be effective January 1996. (See
§722.)

BENEFIT RATE COMPUTATIONS

706. Determining the PIA.
706.1. How do you determine the PIA for first eligibility
or death before 1979?

Your PIA is determined from the table that was in the Social Security
Act as of December 31, 1978 if you:

A. Become eligible for retirement insurance benefits at age 62;
B. Have a period of disability established; or

C. Become eligible for survivors insurance benefits on the basis of
death before 1979.

This PI1A is increased in December of each year in which there is a cost-
of-living increase in benefit rates. (Before 1983, the increase was
effective in June.) The table and the increases are not included in this
Handbook because it is not possible to keep them current.

706.2. How do you determine the PIA for first eligibility
or death after 1978?

Your PIA is determined by applying a mathematical formula to the
AIME if you either:

A. Become eligible for retirement insurance benefits at age 62;
B. Have a period of disability established; or

C. Become eligible for survivors' insurance benefits on the basis of
death in 1979 or later.

The PIA, with first eligibility in 1995, equals the sum of the following:
A. 90 percent of the first $426 of the AIME, plus

B. 32 percent of the amount above $426 up through $2,567, plus

C. 15 percent of any amount in excess of $2,567.

The dollar amounts at which these percentages change are called bend
points. The bend points change for each year of eligibility based on the
changes in your average total wages from the previous indexing year.
The new bend points apply if you first become eligible or die in that
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year. They will remain applicable to PIA determinations in later
recomputations.

Cost-of-living increases (see §719) are applied to compute your PIA
beginning with the first year of eligibility, regardless of when you
become entitled to benefits. Cost-of-living increases are not considered
before the year of first eligibility, since your earnings in most of these
years are “indexed” in computing the AIME.

706.3. How do you determine the PIA for first eligibility
in years between 1979 and 19847

You are guaranteed a PIA that is at least the amount computed under
the pre-1979 method if you meet the following conditions:

A. You have at least one year of covered earnings before 1979;

B. You were not eligible for retirement or disability insurance benefits
before 1979; and

C. You first became eligible for retirement insurance benefits between
1979 and 1984.

Your AME and PIA in effect on December 31, 1978, apply. Again, cost-
of-living increases are effective beginning with the year of your first
eligibility. This also applies to the survivors of a worker who was
eligible but did not apply for benefits under this provision.

706.4. How is PIA determined for entitlement at any time
where the old-start formula yields a higher
payment?

If the old-start formula (88707-710) produces a higher payment, your
PIA is based on the AME. This is determined from the December 31,
1978, table with cost-of-living increases beginning with the year of
your first eligibility.

706.5. How do you determine the PIA if you had a prior
period of disability?

If you had a prior entitlement to disability insurance benefits and you:
(1) become eligible for a retirement insurance benefit; (2) become re-
eligible for a disability insurance benefit; or (3) die, your PIA is the
higher of the one computed as if you were first eligible after 1978, or
the former PIA. (See (706.2) above.) This applies if more than 12
months have passed since your last entitlement to disability insurance
benefits.

If fewer than 12 months have passed since your last disability
entitlement after 1978, your current PIA is the higher of the former
PIA (a continuation of the former PI1A), or a new PIA computed under
current methods.
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OLD-START FORMULAS

707. The simplified old-start formula.

707.1. What is the simplified old-start formula?

The simplified old-start formula is used to figure the AME and the
Primary Insurance Benefit (PIB). It is used if an individual meets the
requirements for its use and if it produces a higher PIA than the AME
or AIME formula.

707.2. How is the simplified old-start formula used?

Under the simplified old-start formula, your earnings for 1937 through
1950 are considered a single total amount. This total amount is
allocated equally to each of those years (1937-1950). These years are
used along with years after 1950 to determine your average earnings.

This formula considers computation and elapsed years in the usual
way (88§703-704) except that years are counted from after 1936 instead
of after 1950. Base years, however, are determined differently as
explained in §705.

708. When can the simplified old-start formula be used?

Use of the simplified old-start formula requires that you meet the
following conditions:

A. You have at least one quarter of coverage before 1951;

B. You have reached age 62, died, or become disabled after December
1977,

C. You have reached age 22 after 1937 and before 1951; or you have
reached age 22 after 1950 and have less than six quarters of
coverage after 1950; and

D. You did not have a period of disability that began before 1951,
unless the period of disability is entirely ignored (because a higher
PIA results by including the period of disability).

709. Figuring the AME under the simplified old-start
formula.

709.1. How do you compute the AME under the
simplified old-start formula for earnings after
1950?

Under the simplified old-start formula, your AME is figured by
determining your base year earnings. Base years are determined the
same way as under the AME formula (see §705). Earnings are used
and credited up to the annual maximums. When eligibility is after
1978, earnings in and after the year of eligibility cannot be included.
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709.2. How do you compute AME under the simplified
old-start formula for earnings before 1951?

To compute your AME under the simplified old-start formula for
earnings before 1951, perform the steps below:

A.

C.

Add up your total pre-1951 earnings. This includes earnings posted
to your earnings record plus any military wage credits, earnings
under railroad retirement transferred to Social Security, and wages
if you were an intern in the U.S. during World War 11;

Divide this total by either: (a) the number of years passed since
you turned 20 and prior to 1951; or (b) one, if you turned 21 after
1949. The result is your earnings in each year used in the divisor.

1. You may not credit more than $3,000 to each of these years.
Credit any remainder under $3,000 either: (a) to the year in
which you turned 20 (if you turned 20 before 1951); or (b) to
1949, if you turned 21 after 1949. If you have anything left over
more than $3,000, credit this amount, in $3,000 increments, to
the year in (a) and each consecutive preceding year.

2. You may not credit more than $42,000 ($3,000 a year) to the
period 1937 through 1950.

Divide your highest computation years by the number of months in
the computation years to determine your AME.

710. How is the Primary Insurance Benefit (PIB)

computed under the simplified old-start
formula?

The PIB is computed from the AME under the simplified old-start
formula as follows:

A.
B.
C.

Take 40 percent of the first $50 of the AME;
Add 10 percent of the next $200 of the AME;
Increase the sum by one percent for each increment year; and

Note: The number of increment years is the number, not more
than 14 or less than four, that is equal to your total pre-1951
earnings divided by $1,650. Ignore any fraction.

Round the total to the nearest cent. The result is the PIB. You can
convert the PIB to the PIA by using the benefit table that was in
the Social Security Act as of December 31, 1978. Be sure to add any
cost-of-living increases beginning with the year of eligibility or
death. (See §706.)
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PERIOD OF DISABILITY EXCLUSION

711. Are established periods of disability excluded
when benefits are computed?

Yes. You must exclude an established period of disability in figuring
your benefit unless the exclusion of the period results in fewer benefits
or a loss of insured status. This exclusion applies to all computation
formulas. (See Chapter 5 for the requirements for establishing a period
of disability and for the beginning and ending dates of this period.)

712. Figuring the PIA under the 1990 consolidated
methods.

712.1. What computation methods are used for
individuals eligible for benefits before the AME
method?

Computation methods for individuals who were eligible for benefits

before the AME method were consolidated into the two formulas for

benefits payable June 1992, or later. The old computation methods

continue to apply when:

A. An individual is entitled on the record in the month before the new
entitlement; and

B. The PIA is based on a pre-1990 computation formula.

Because these old methods are rare, they are not discussed in this

Handbook.

712.2. How are you eligible for either method of
computing benefits?

To be eligible for either method of computing benefits, you must:

A. Become entitled to benefits on the record effective June 1992 or
later. There is to be no other person on the record with benefits
based on an old computation method in the month before the month
you become entitled; and

B. Not qualify for any other new start method (methods enacted in
1965 or later which apply to earnings after 1950) or simplified old-
start methods.

712.3. How do you compute elapsed years under the 1990
AME formula?

Under the 1990 AME formula, elapsed years for retirement

insurance benefits are the later of either:

A. The years after 1950 up to 1961;
B. The year you turn 62; or
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C. The year you turned 65 if you are a male born before January 2,
1913.

For survivors benefits, the elapsed years are years after 1950 up to the
year of death. However, if the worker attained retirement age and died
prior to 1961, elapsed years go up to 1961.

Years before age 22 and years wholly or partially within a period of
disability (if a higher primary insurance amount results) are excluded
from the elapsed years.

712.4. How do you compute base years, computation
years, and the divisor month under the 1990 AME
formula?

For determining the base years, computation years, and the divisor
month, see §8705-706.

712.5. How is the PIA determined for the AME under the
1990 AME formula?

The PIA for the AME is determined by a table. The table and the
increases are not included in this Handbook because it is not possible
to keep them current.

712.6. What is the difference between the 1990 old-start
formula and the simplified old-start method?

The 1990 old-start formula is similar to the simplified old-start method
(see 8§8707-708) but there are several basic differences:

A. Elapsed years are computed based on the retirement age of 65 for
males born before January 2, 1911. For those born January 2, 1911,
through January 1, 1913, retirement age occurs in 1975; and

B. Earnings in years prior to 1951 are allocated as follows:
The first year of the allocation period is:
1. 1937-if the worker was born before January 2, 1917,
2. 1950-if the worker was born January 2, 1929, or later;
3. The year the individual turns 21; or
4. 1950-if the worker died before 1951 and before age 22.
The last year of the allocation period is:
1950-if the individual was alive on January 1, 1951; or

The year prior to the year of death if the individual died before
January 1, 1951.

After the period is determined, the years are counted and the earnings
are divided by the number of years.

Note: Recomputations of benefits for 1992 and later years of earnings
are computed under one of the 1990 old-start methods whenever the

o o
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eligibility year is prior to 1978. This is true regardless of the
computation methods used to include earnings in previous years.
Mr. Hile, born in 1924, dies in 1950. His earnings for 1937 to 1950
equal $12,950. His earnings allocation period is 1945 (the year he turns
21) through 1949 (the year prior to his death). There are five years in
the allocation period. His earnings of $12,950 are divided by five (the
number of years in the allocation period). $2,590 is allocated to each
year (1945 - 1949). If Mr. Hile had a period of disability, it would have
been excluded from the allocation period.
713. What is included as “total earnings” when
computing the AME or AIME?

In computing your AME or AIME, include the following as total
earnings (subject to the yearly limits in 8714):

A. Wages covered by Social Security and paid during the computation
period;

B. Self-employment income covered by Social Security and allocated to
this period;

C. Military service wage credits;

D. Railroad compensation creditable for Social Security purposes; and

E. Deemed wages if you were interned in the U.S. during World War
1.

You may not count earnings from employment or self-employment not
covered by Social Security in computing your AME.

MAXIMUM EARNINGS

714. What are the maximum earnings that can be
counted for any calendar year for computing
AME or AIME?

The table below shows the maximum earnings for each year that you
can use when computing your AME or AIME.
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Yearly Maximum Earnings

Maximum Maximum
Year Earnings Year Earnings

2001 $80,400 | 1982 $32.400
2000 $76,200 | 1981 $29,700
1999 $72.600 | 1980 $25,900
1998 $68.400 | 1979 $22.900
1997 $65.400 | 1978 $17.700
1996 $62.700 | 1977 $16,500
1995 $61,200 | 1976 $15,300
1994 $60,600 | 1975 $14,100
1993 $57.600 | 1974 $13,200
1992 $55,500 | 1973 $10,800
1991 $53,400 | 1972 $9.000
1990 $51,300 | 1968-1971 $7.800
1989 $48.000 | 1967 $6,600
1988 $45,000 | 1966 $6,600
1987 $43.800 | 1959-1965 $4.800
1986 $42.000 | 1955-1958 $4.200
1985 $39.600 | 1951-1954 $3.600
1984 $37.800 | 1940-1950 $3,000
1983 $35,700 | 1937-1939 $3,000 per

employer

715. Allocation of self-employment income.

715.1.

How is self-employment income allocated for the
years 1978 and later?

Self-employment income in taxable years (other than calendar years) is
allocated proportionately to the two calendar years in which it was
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derived. The allocation is based on the number of months in each
calendar year. Your self-employment income may be allocated for more
than four calendar quarters if the taxable year includes parts of two
calendar years. (See §214.) Only your self-employment income
allocated to the calendar quarters in computation years is considered
in figuring your AIME.

A self-employed person has a fiscal taxable year beginning May 15,
1983, and ending May 14, 1984. His $6,000 self-employment income is
allocated $3,500 (7/12) to calendar year 1983 and $2,500 (5/12) to 1984.

715.2. How is self-employment income allocated prior to
1978?

For taxable years beginning before 1978, your self-employment income
is allocated equally to the calendar quarters, wholly or partly, in the
taxable year in which it was derived. This allocation begins with the
quarter in which the taxable year ended and continues to the preceding
three calendar quarters.

715.3. What if a self-employed person's taxable year has
not ended when the PIA is computed?

If your self-employed taxable year has not ended at the time the PIA is
computed, your net earnings from self-employment earned in the
incomplete taxable year cannot be considered in computing the PIA.
This is true even if the income may have been partially derived in the
closed calendar year. The self-employment income is recorded and the
PIA recomputed after you file your tax return.

716. Elimination of the minimum benefit.

716.1. Is there a minimum social security benefit?

The minimum social security benefit was eliminated in January 1982
for workers who initially become eligible for retirement or disability
insurance benefits after December 1981. The PIA for these persons is
either:

A. The actual amount computed by a mathematical formula; or
B. The amount determined from an extended version of the PIA table
that was in the Social Security Act as of December 1978. That table

has been extended downward from the original minimum of
$121.80 to the lowest possible PIA ($1.70).

If you have covered employment for many years at low earnings, the
special minimum PIA (see §717) may apply instead.
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716.2. Is the elimination of the minimum social security
benefit effective for members of religious orders?
If you are a member of a religious order, the elimination of the
minimum social security benefit is effective January 1992 under the
following conditions:
A. You are required to take a vow of poverty (see §932);
B. You become eligible for benefits or die in or after January 1992; and

C. Your religious order elected Social Security coverage before
December 29, 1981.

717. Special minimum PIA.

717.1. What is a “special minimum PIA”?

A “special minimum PIA” is payable to some persons who have had
covered employment or self-employment for many years at low
earnings. It only applies if the resulting payment is higher than the
benefit computed by any other method.

717.2. How is the special minimum PIA computed?
The amount of the special minimum is computed by multiplying the
number of years of coverage, in excess of 10 and up to 30, by $9.00 for
benefits payable for years before 1979. Multiply the number of years of
coverage, in excess of 10 and up to 30, by $11.50 for benefits payable for
1979 and later.
Cost-of-living increases apply to the special minimum PIA beginning in
1979. The cost-of-living increase is required to be published in the
Federal Register on or before November 14 of the year preceding the
year the benefits are payable.

717.3. What is the special minimum PIA for 2000?

The chart below shows the special minimum PIA payable in 2000.

Special Minimum PIA Table Effective for December 2000

Number of
years of Maximum
coverage PIA family benefit
11 $29.40 $44.70
12 59.40 89.80
13 89.70 134.90
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Number of
years of Maximum
coverage PIA family benefit
14 119.50 179.80
15 149.50 224.50
16 179.60 270.20
17 209.70 315.40
18 239.90 360.30
19 269.90 405.50
20 299.80 450.50
21 330.20 495.90
22 360.00 540.80
23 390.40 586.60
24 420.50 631.50
25 450.50 676.10
26 480.80 722.10
27 510.70 766.90
28 540.70 811.80
29 570.80 857.10
30 600.90 902.00

717.4. How do you determine your number of years of
covered work?
The number of years of covered work must never be more than 30.
Years of covered work are determined by the following:

A. Add up your total wages credited to you for the years after 1936 and
before 1951.

B. Divide the sum in (A) by $900. Do not count any fraction (do not
round up or down). This number must not be higher than 14.

C. Count the number of years after 1950 which are: (1) “base years”
within the meaning of §8703 through 705; and (2) years in 1951-
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1978 in which you have credit for wages and self-employment
income of at least 25 percent of the maximum amount. Add this to
the result attained in (B).

D. Count the number of years after 1978 in which you have credit for
at least 25 percent of the amounts shown in the table below
through 1990. Add this to the result attained in (C).

Earnings Earnings
Year Amount Year Amount
1979 $18,900 1990 $38,100
1980 $20,400 1991 $39,600
1981 $22,200 1992 $41,400
1982 $24,300 1993 $42,900
1983 $26,700 1994 $45,000
1984 $28,200 1995 $45,300
1985 $29,700 1996 $46,500
1986 $31,500 1997 $48,600
1987 $32,700 1998 $50,700
1988 $33,600 1999 $53,700
1989 $35,700 2000 $56,700

Beginning in 1991, the law was changed to require that a minimum
earnings amount of 15 percent is needed for a credit year.

The amounts used for 2001 and later will be determined by the
Secretary of Health and Human Services (HHS) based on increases in
the average nationwide wage. These amounts are published in the
Federal Register on or before November 1 of the year preceding the
year the benefits are payable.
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718. Special formula for determining the PIA for non-
covered employment.

718.1. Is the PIA formula the same for workers who are
eligible for a pension from non-covered
employment?

The formula for determining the PIA has been modified for workers
who are eligible for a pension from non-covered employment.
Beginning in 1986, the change was phased in for workers eligible for
retirement or disability insurance benefits and for a pension from non-
covered employment. It became fully effective in 1990.

718.2. How does the revised PIA formula benefit workers
eligible for a pension from non-covered
employment?

The revised benefit formula eliminates the windfall in benefits for
individuals who have only minimal Social Security coverage and will
receive a pension based on years of work in non-covered employment. A
worker's PIA will never be reduced by more than one-half of his or her
pension from non-covered employment. (See §706)

718.3. How is the revised formula used?
The revised formula substitutes 40 percent for the present 90 percent
factor. The reduction is phased in under the following schedule:

Revised PIA Formula

If you are initially eligible

for retirement or disability Then the first percentage
benefits in... factor in the formula is...

1986 80

1987 70

1988 60

1989 50

1990 or after 40

Use the following schedules instead of the above procedure if they yield
a larger percentage.
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Revised PIA Formula

For Years 1986 - 1988

If your total years of Then the first percentage
coverage equal... factor in the formula is...
29 80
28 70
27 60
26 50
25 or fewer 40

For Years 1989 or Later

29 85
28 80
27 75
26 70
25 65
24 60
23 55
22 50
21 45
20 or fewer 40

The year of coverage is equal to the years used to calculate the special
minimum PIA. (See §717.) However, the percentage needed for a year
of coverage for the modified formula remains 25 percent for years 1991
and later.

718.4. Are any other methods considered?
In addition to the above methods, the simplified old-start formula (see
§707) and the special minimum PIA (see §717) are also considered. The
computation yielding the highest PIA is used to determine the amount
of benefits payable.
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718.5. When does the revised formula not apply?
This provision does not apply:
A. To benefits under the Railroad Retirement Act;
B. To federal employees who are covered for Social Security purposes;

C. To most employees of nonprofit organizations who were exempt
from coverage before 1984; and

D. In computing benefits for survivors.
719. Cost-of-living increases.

719.1. How do cost-of-living increases affect benefits?

Benefits may be automatically increased to keep pace with increases in
the cost-of-living if laws for general benefit increases are not passed.
Benefit increases depend upon the condition of the Federal Old-Age,
Survivors and Disability Trust Funds. The increases are based on the
smaller of either: (1) the Consumer Price Index as published by the
Department of Labor; or (2) the average wage index, that is based on
nationwide wages. Where the index for a current base quarter shows
an increase over the same index for the last base quarter, the following
happens: each PIA, each related maximum family benefit, each
transitionally insured benefit and each special age 72 payment is
raised to reflect the same percentage of increase (rounded to the
nearest one-tenth of one percent). The base quarter is either: (1) the
third calendar quarter of each year after 1982, or (2) a later calendar
quarter within which a general benefit increase became effective.

719.2. When does the cost-of-living benefit increase
become effective?

This cost-of-living benefit increase becomes effective beginning with
December of the year that contains the base quarter for the index
increase. The cost-of-living increase is published in the Federal
Register on or about November 14 of the year preceding the year the
benefits are payable.

720. Delayed retirement credit.

720.1. How does the delayed retirement credit affect
benefits?

The delayed retirement credit increases your benefit amount if you did
not receive benefits for months after turning age 65. Delayed
retirement credit increases apply for benefits beginning January of the
year following the year you reach full retirement age. However, it does
not apply to the special minimum PIA, which is explained in §717.
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720.2. What is an increment month?

Each month in which you are at least full retirement age, but not yet
age 70 (age 72 if you turned age 70 before 1984), is an increment
month. An increment month is also any month you are eligible, but did
not receive a benefit.

720.3. How do increment months affect the delayed
retirement credit?

The delayed retirement credit is based on increment months. They may
increase your benefit amount:

A.

If you are a retirement insurance beneficiary and you turn 65
before 1982, then you receive an increase equal to 1/12 of one
percent of the benefit for each increment month;

If you are a retirement insurance beneficiary and you turned 65
after 1981 and before 1990, then you receive an increase equal to 1/
4 of one percent of the benefit for each increment month; or

If you are a retirement insurance beneficiary who turned 65 after
1989, then your benefit amount is increased for each increment
month at 1/4 of one percent, plus 1/24 of one percent for each even-
numbered year from 1990 through 2008 in which you are full
retirement age or older. The rates of credit are as shown in the
table below.

Chart of Delayed Retirement Credit Rates.

Then your monthly Your yearly
If you turned 65... percentage is...and percentage is...
Prior to 1982 1/12 of 1% 1%
1982-1989 1/4 of 1% 3%
1990-1991 7/24 of 1% 3.5%
1992-1993 1/3 of 1% 4%
1994-1995 3/8 of 1% 4.5%
1996-1997 5/12 of 1% 5%
1998-1999 11/24 of 1% 5.5%
2000-2001 1/2 of 1% 6%
2002-2003 13/24 of 1% 6.5%
2004-2005 7/12 of 1% 7%
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Then your monthly Your yearly
If you turned 65... percentage is...and percentage is...
2006-2007 5/8 of 1% 7.5%
2008 or later 2/3 of 1% 8%

D. If you are a widow(er) of a worker who had received or was
eligible for delayed retirement credits, then you are entitled to
the same increase that had been applied to the benefit of your
deceased spouse or for which the deceased was eligible as of the
time of death. A surviving (including divorced) spouse receiving
widow(er)'s benefits is also entitled to this increase.

721. Recomputation of the PIA.

721.1. Can the PIA be recomputed?

Your PIA may be recomputed (and increased) one or more times after
the first computation. The first computation is made at the time you
become entitled to retirement or disability insurance benefits. There is
no need for a beneficiary to take any special action to have the benefit
recomputed. There are two types of recomputations: automatic and
railroad.

721.2. What is an “automatic recomputation”?

The automatic recomputation (see §722) gives you credit for any
substantial additional covered earnings in the year you first became
entitled to benefits or in a later year. A recomputation to include a
particular year's earnings is effective in January following the year in
which the earnings were paid. For example, a benefit increase
resulting from an automatic recomputation to include 1992 earnings
will first be paid for January 1993.

721.3. What is a “railroad computation”?

The railroad recomputation increases survivor benefits by including
railroad earnings that could not be used in figuring the Social Security
benefit(s) when the worker was alive.

722. The automatic recomputation.

722.1. When is the automatic recomputation used?

The automatic recomputation is used to recompute the PIA. Itis used if
a person has wages or self-employment income for any year for any
part of which he or she is entitled to retirement or disability insurance
benefits.
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722.2. How is the automatic recomputation determined?

The usual computation formula or the special minimum PIA formula
(see §717) is used. If you qualify for either the simplified old-start or
the 1990 consolidated methods, and each yields a higher PIA, the
appropriate formula (see §707) is used. In effect, any year for which
retirement or disability insurance benefits are paid can be a base year
in the automatic recomputation of that year's retirement or disability
insurance benefits.

722.3. What if a retirement or disability insurance
beneficiary dies?

The automatic recomputation credits any earnings in the year that a
retirement or disability insurance beneficiary dies. It is the same as
above, except that it is effective with the month of death. Therefore,
any resulting increase in the PIA is reflected in the amount of all
monthly survivors benefits, beginning with the first month of
entitlement to survivors benefits.

722.4. Can an automatic recomputation decrease the
PIA or benefits?

No. A recomputation never decreases your PIA or benefits. However,
an automatic recomputation can increase your PIA or benefits if your
earnings in the additional base year considered are higher than
earnings in the lowest computation year used in your last computation
or recomputation.

REDUCED BENEFIT RATE

723. Reduction of benefit rate.

723.1. When are benefit rates reduced?

Your benefit rate is reduced if you become entitled to the following
benefits at the ages shown:

A. Retirement insurance benefits at age 62 through the month before
you reach Full Retirement Age (FRA);

B. Husband or wife's insurance benefits at age 62 through the month
before you reach FRA, provided that you do not have in care a child
of the worker either under age 18 or disabled and entitled to
benefits;

C. Widow(er)'s insurance benefits beginning at any time from age 50
through the month before you reach FRA,;

D. Widow(er)'s insurance benefits after the deceased worker has
received a retirement insurance benefit reduced for age;
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E. Disability insurance benefits received after a reduced retirement
insurance benefit; or

F. Retirement or disability insurance benefit received after a reduced
widow(er)'s insurance benefit. This applies only to workers born
before 1928.

723.2. How is a reduction in benefits made?

The reduction is made by first determining your full benefit. This
benefit rate is then reduced by a specified percentage for each month
you are entitled before your FRA. The reduced rate is payable as of the
first month of your entitlement to benefits. For retirement and spouse's
benefits, you must be at least age 62 throughout the month before
entitlement to reduced benefits begins.

These reduced benefits continue at a reduced rate even after FRA. The
reduced disability insurance benefit is converted at FRA to a reduced
retirement insurance benefit.

723.3. When is the reduced benefit rate recomputed?

The reduced benefit rate may be recomputed to include additional
earnings. An increase in your benefits, either resulting from additional
earnings or from a cost-of-living increase, is reduced in proportion to
the reduction in effect in the first month your benefits were elected. A
benefit rate may also be increased to give you credit for certain months
before FRA in which the reduced benefit was not paid. (See §728.)

723.4. How will an increase in the retirement age affect
reduced benefits?

Beginning with the year 2000 (workers and spouses born 1938 or later,
widow(er)s born 1940 or later), the retirement age increases gradually
from age 65 until it reaches age 67 in the year 2022. This increase
affects the amount of the reduction for persons who begin receiving
reduced benefits.

An additional reduction applies to primary insurance benefits and
spouse's benefits based on the additional reduction period. The
modification for widow(er)'s benefits is slightly different. The reduction
amount at age 60 remains at 28 1/2 percent of the full benefit even as
retirement age increases.

723.5. What is the full retirement age for workers and
spouses born after 1937?

The following chart contains the full retirement age for workers and
spouses born after 1937:
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Full Retirement Age

If your birth date is...

Then your full retirement age is...

1/2/38-1/1/39

65 years and 2 months

1/2/39-1/1/40

65 years and 4 months

1/2/40-1/1/41

65 years and 6 months

1/2/41-1/1/42

65 years and 8 months

1/2/42-1/1/43

65 years and 10 months

1/2/43-1/1/55

66 years

1/2/55-1/1/56

66 years and 2 months

1/2/56-1/1/57

66 years and 4 months

1/2/57-1/1/58

66 years and 6 months

1/2/58-1/1/59

66 years and 8 months

1/2/59-1/1/60

66 years and 10 months

1/2/60 and later

67 years

723.6.

What is the full retirement age for widow(er)s

born after 1939?
The following chart contains the full retirement age for widow(er)s

born after 1939:

Full Retirement Age

If your birth date is...

Then your full retirement age is...

1/2/40-1/1/41

65 years and 2 months

1/2/41-1/1/42

65 years and 4 months

1/2/42-1/1/43

65 years and 6 months

1/2/43-1/1/44

65 years and 8 months

1/2/44-1/1/45

65 years and 10 months

1/2/45-1/1/57

66 years
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If your birth date is... Then your full retirement age is...
1/2/57-1/1/58 66 years and 2 months
1/2/58-1/1/59 66 years and 4 months
1/2/59-1/1/60 66 years and 6 months
1/2/60-1/1/61 66 years and 8 months
1/2/61-1/1/62 66 years and 10 months

1/2/62 and later 67 vears

724. Basic reduction formulas.

724.1. What are the basic reduction formulas?
There are four basic reduction formulas:

A. A retirement insurance benefit is reduced by 5/9 of one percent (or
0.0056) for each month of entitlement before FRA;

B. Wife's and husband's insurance benefits are reduced by 25/36 of one
percent (or 0.0069) for each month of entitlement before FRA;

C. Widow(er)'s insurance benefits are reduced for each month of
entitlement between ages 60 and FRA. The amount of the reduction
for each month is derived from dividing 28.5 percent by the number
of possible months of early retirement. A person whose FRA is age
65 could be entitled up to 60 months before FRA. Each month is
therefore 28.5 percent divided by 60 (or 0.00475). A person whose
FRA is age 66 could be entitled up to 72 months before FRA. Each
month is therefore 28.5 percent divided by 72 (or 0.00396).
Widow(er)'s insurance benefits payable before age 60 based on
disability are not further reduced for months before age 60; and

D. Retirement insurance benefits and spouse's benefits are reduced by
5/12 of one percent (or 0.0042) for each month of reduction in excess
of 36 months. This applies to individuals whose full retirement age
is after age 65. (See §723.)

724.2. How does the reduction formula affect retirement
insurance benefits?

If you receive payment for every month, you will usually be ahead in
total retirement insurance benefits received for the first 15 years
beginning with your month of entitlement to the reduced benefit. If you
receive payments for more than 15 years, the total retirement
insurance benefits you receive will usually be less than if you had
waited until FRA for an unreduced retirement insurance benefit.
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724.3. How does the reduction formula affect
widow(er)'s insurance benefits?

If you receive a reduced widow(er)'s insurance benefit beginning
between ages 60 and FRA, you will generally be ahead as to cumulative
benefits you receive during approximately the 17 1/2 years after the
month of entitlement. You will be behind after that. If you have already
decided to take your own benefits at age 62 (perhaps monthly payment
rates are much higher), you will generally be ahead in total benefits for
longer than 17 1/2 years-often much longer-by taking reduced
widow(er)'s insurance benefits at age 60.

724.4. How does the reduction formula affect wife's or
husband's insurance benefits?

If you receive only reduced wife's or husband's insurance benefits for
every month, you will usually be ahead for 12 years. However, if you
outlive the worker, your widow(er)'s insurance benefit will be computed
based on your age at the time of the worker's death. There is no
reduction for the prior entitlement as a wife or husband. For the
reduction of a disability benefit, see §726.

725. How is the number of reduction months computed?

To compute the number of reduction months, count all months,
beginning with the first month of your entitlement to reduced benefits,
up to the month in which you reach full retirement age.

For widow(er)'s insurance benefits that begin before age 60, the
reduction formula in 8724.3 requires using only months between age
60 and full retirement age.

726. Disability insurance benefit reduced for age.

726.1. When is a disability insurance benefit reduced for
age payable?
A disability insurance benefit reduced for age may be payable if you are
already entitled to either retirement insurance benefits or reduced
widow(er)'s insurance benefits. This is true whether or not your benefit
is based on disability.

726.2. What if a disability insurance benefit becomes
payable to a beneficiary entitled to a reduced
retirement insurance benefit?

If a disability insurance benefit becomes payable to you after becoming
entitled to retirement insurance benefit, your disability benefit is
reduced by the amount your retirement benefit is reduced for the
months prior to the month of entitlement to the disability benefit in
which you received retirement benefits.
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727. How is the reduction amount computed?

How your reduction amount is computed depends upon whether you
are entitled only to: (1) a retirement insurance benefit, (2) a wife or
husband's insurance benefit, (3) a widow(er)'s insurance benefit, or (4)
a disability insurance benefit. If you are entitled to a combination of
benefits, the time at which you become entitled to each benefit can
affect the method of figuring the reduction amount.

728. Adjustment of reduction factor at FRA.

728.1. Why is an adjustment of the reduction factor
made at FRA?

An adjustment of the reduction factor is made at FRA to determine
your benefit payable for the month you reach full retirement age and
later months. In addition, an adjustment may be made at age 62 for a
widow(er)'s insurance benefit for the month of attainment of age 62
and later months.

728.2. Under what conditions are adjustments of the
reduction factor made?

Adjustments are made under the following circumstances:

A. Your entitlement to retirement insurance benefits began between
ages 62 and full retirement age, and

1. A work deduction (including a partial deduction) was imposed
for any month before FRA; or

2. You were also entitled to disability insurance benefits for any
month of your entitlement to retirement insurance benefits.

B. Your entitlement to wife's or husband's insurance benefits began
between ages 62 and full retirement age, and one of the following
conditions applies:

1. A work deduction (including a partial deduction), based on your
work and/or your spouse's work, was imposed for any month
before full retirement age;

2. A deduction was imposed because you refused vocational
rehabilitation;

3. A benefit was not payable for a month before full retirement age
because you were entitled to other benefits which terminated
the benefit; or

4. A full benefit was payable for some months because you had in
care your spouse's child (under age 16 or disabled) who was also
entitled to benefits.
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C. Your entitlement to a widow(er)'s insurance benefit began between
ages 50 and full retirement age and one of the following conditions
applies:

1. A work deduction (including a partial deduction) was imposed
for any month;

2. A full benefit was payable for any month because you had a
child in care as defined in §312; or
3. A benefit was not payable because of a terminating event.
728.3. How is the benefit amount recomputed?
An application is not required for this adjustment. The benefit amount
is recomputed by using the reduction formula that was used to
compute the original reduced benefit. The appropriate month(s) in (A)
through (C) above are then excluded from the benefit reduction factor.
729. Certificate of election for husband or wife
between ages 62 and FRA-child “in care.”

729.1. When is a certificate of election filed to reduce
husband's or wife's insurance benefits?
You may file a certificate of election to receive reduced spouse's
insurance benefits if you were receiving unreduced (full) insurance
benefits that are suspended because a child under age 16 or disabled is
no longer in your care.
729.2. When does the certificate of election become
effective?
The certificate of election is effective for any month in which you are:
A. Between ages 62 and full retirement age;
B. Entitled to husband's or wife's insurance benefits; and

C. Do not have in care a child (under age 16 or disabled) of the worker
entitled to a child's insurance benefit.

729.3. Is the certification of election retroactive?

The certificate of election may be retroactive for as many as 12 months
before the month you file it.

729.4. How long will the reduced spouse’s benefit be
payable?
Once you receive reduced spouse's insurance benefits, your insurance
benefit rate will continue to be payable even after you turn 65. The
reduced benefits will continue as long as there is no entitled child in
your care.
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BENEFIT PAYMENTS

730. Maximum monthly benefits payable on one earnings
record.

730.1. Is there a maximum family benefit on a Social
Security record?

Yes. A maximum family benefit is payable on a Social Security record.
Generally, no more than the established maximum can be paid to a
family, regardless of the number of beneficiaries entitled on that Social
Security record. The family maximum is determined by the method of
computing the PIA and the kind of benefits payable to the worker.

730.2. How is the maximum family benefit computed
under “first eligibility or death before 1979?”

If you turn 62 or become disabled or die before 1979, your PIA is based
on your average monthly earnings. It is determined from the table that
was in the Social Security Act as of December 31, 1978, and increased
by cost-of-living increases. A table of family maximums that is
associated with special minimum PIA's is published in the Federal
Register after each increase.

730.3. How is the maximum family benefit computed
under “first eligibility or death before age 62 in
1979 or later years?”

The family maximum is computed by adding fixed percentages of
predetermined dollar amounts (i.e., the bend points) which are part of
the PIA. The formula in effect for 1995 is:

A. Take 150 (1.5) percent of the first $544 of the PIA.

B. Add 272 (2.72) percent of the next $241to the result attained in (A).

C. Add 134 (1.34) percent of the next $239 to the result attained in (B).

D. Add 175 (1.75) percent of the PIA above $1,024 to the result
attained in (C).

The bend points will usually change each year in the same way that

the bend points used to compute the PIA change (see §706).

730.4. How is the maximum family benefit computed
under “first entitlement to disability insurance
benefits after June 1980, first eligibility after
1978?”

The family maximum is 85 percent of the AIME (see §701). However, it
cannot be less than the PIA nor more than 150 percent of the PIA.
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731. Adjustment of individual benefit rates because of
family maximum.

731.1. When is an adjustment of individual benefit rates
because of the family maximum required?

An adjustment is required whenever the total monthly benefits of all
the beneficiaries entitled on one Social Security earnings record exceed
the family maximum that can be paid on that record for the month. All
benefit rates (except retirement or disability insurance benefits and
benefits payable to a divorced spouse or surviving divorced spouse)
must be reduced to bring the total monthly benefits payable within the
family maximum.

731.2. What if a beneficiary's benefit rate is a percentage
of the insured person's PIA?

Even if a beneficiary's benefit rate is originally set by law as a
percentage of the insured person's PIA, the actual benefit paid to the
beneficiary may be less if the family maximum is exceeded.

731.3. Can the family maximum ever be exceeded?

The family maximum may be exceeded only by the effect of “saving
clauses” and certain entitlement exceptions.

731.4. What are “savings clauses”?

When the law was changed to add new categories of beneficiaries or to
increase benefits, “savings clauses” were included. The purpose of the

savings clauses was to prevent the reduction of the benefits of persons
already on the rolls or to make sure they get the full increase intended.

For example, under the 1972 amendments, the amount of widow(er)'s
insurance benefits was increased and exceptions were made with
respect to the entitlement of divorced spouses and disabled children.
Savings clauses were provided so that other beneficiaries who were
already entitled would not be disadvantaged by these exceptions.
Therefore, the total benefits paid on an earnings record may add up to
more than the normal family maximum.

731.5. How do spousal benefits affect other beneficiaries
under the savings clauses?

The entitlement of a divorced spouse to a spouse's insurance benefit
does not result in reducing the benefits of other categories of
beneficiaries. Likewise, the entitlement of a legal spouse where a
deemed spouse is also entitled does not affect the benefit of other
beneficiaries entitled in the month. The other dependents or survivors
insurance benefits are reduced for the maximum. The existence of the
divorced spouse, surviving divorced spouse, or the legal spouse is not
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taken into account. His or her benefits are not reduced because of the
family maximum.

The examples above are the major exceptions to the family maximum
currently in effect, although they are not exhaustive. They must be
kept in mind in reading §732. To avoid repetition, the examples are not
restated each time they might be pertinent.

732. How adjustment for family maximum is figured.

732.1. How is the adjustment for the family maximum
calculated?

The adjustment for the family maximum is made by proportionately
reducing all the monthly benefits subject to the family maximum on
the Social Security earnings record (except for retired worker's or
disabled worker's benefits). All benefits subject to the family maximum
are reduced in order to bring the total monthly benefits payable within
the limit for the particular case. (See §731 for other exceptions.)

732.2. How is the individual reduced benefit computed if
the insured person is alive?

To compute the reduced benefit for an insured living person:

A. Subtract his or her PIA subtracted from the applicable family
maximum amount; and

B. Divide any remainder among the other persons entitled to benefits
on his or her Social Security earnings record.

732.3. How is the individual reduced benefit computed if
the insured person is deceased?

If the insured person is deceased, the formula used depends upon the
percentage of PIA that monthly benefits are based on:

A. If all monthly benefits are based on the same percentage (e.g., all
are based on 100 percent of the PIA, or all are based on 75 percent),
then the family maximum is divided equally among all those who
are entitled to benefits on the Social Security earnings record; or

B. Some benefits may be based on 100 percent, some on 82 and
1/2 percent, and/or others on 75 percent. In cases where
benefits are not based on the same percentage of PIA, each
beneficiary is paid a proportionate share of the family maximum
based on that beneficiary's original benefit rate.

732.4. When is the adjustment for the family maximum
made?

This adjustment is made after any deductions that may be applicable.
It occurs when reduction for the family maximum is required, and a
benefit payable to someone other than the worker must be withheld.
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Redistributing for the maximum is made as if the beneficiary whose
benefit must be withheld were not entitled to the amounts withheld.

Note: The total benefits payable to the family group are not
necessarily reduced when monthly benefits are not payable to one
member of the family group.

The following example illustrates the following: (1) the initial
adjustment of benefit rates for the family maximum; (2) the
readjustment of rates when benefits are not payable to one beneficiary;
and (3) the readjustment of rates when benefits are not payable to two
beneficiaries.

The PIA is $300.60 and maximum family benefits are $535.10. The
insured person is entitled to retirement insurance benefits.

Full Retirement Age

Adjustment
Adjustment When

When Benefits not

Adjusted for | Benefitsnot | Payable to

Original the Payable to Two

Beneficiary Benefit Maximum One Child Children

Insured $300.60 $300.60 $300.60 $300.60
person

Spouse 150.30 58.60 78.10 117.20
First child 150.30 58.60 78.10 117.20
Second child 150.30 58.60 78.10 0.00
Third child 150.30 58.60 0.00 0.00
Total $901.80 $535.00 $534.90 $535.00

733. Entitlement to more than one Social

Security Benefit at the same time.

733.1.

Can you be entitled to more than one Social
Security benefit at the same time?

Yes. You may be entitled to more than one benefit at the same time. For
example, a person can be entitled to parent's insurance benefits on a
deceased child's Social Security earnings record and to spouse's
insurance benefits on another record.
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733.2. If you are entitled to more than one benefit, which
one is payable?
If you are entitled to more than one benefit, only the higher benefit is
payable, unless one of the benefits is either: (1) a retirement or
disability insurance benefit (see §734); or (2) both benefits are child's
insurance benefits (see §735).

The lower benefit cannot be paid even if the higher benefit is not
payable due to a suspension or deduction reason. However, if the
higher benefit is terminated, the lower benefit will be automatically
reinstated if you are still entitled to it.

Mrs. Alicen is entitled to a spouse's insurance benefit of $102.10 and a
parent's insurance benefit of $94.40. Her spouse's insurance benefit is
suspended for several months because of her husband's work. Mrs.
Alicen cannot be paid a parent's insurance benefit for these months.
However, if she and her husband get divorced and she cannot meet the
requirements for receiving benefits as a divorced spouse (see §311), her
entitlement to spouse's insurance benefits is terminated. If she is still
entitled to parent's insurance benefits, these will be paid to her,
effective the month her spouse's insurance benefits terminate.

734. Entitlement to retirement or disability
insurance benefits and another benefit.

734.1. Can you be entitled to retirement or disability
insurance benefits and another higher benefit?

Yes. It is possible to be entitled to retirement or disability benefits as
well as another higher benefit. In this case, you will receive the
retirement or disability insurance benefit plus the difference between
this benefit and the higher one. If the higher benefit is not payable,
either in whole or in part for one or more months, the retirement or
disability insurance benefit may be payable.

Mrs. Martel is entitled to retirement insurance benefits of $128.10 and
to spouse's insurance benefits of $159.10. The total benefit payable to
her is $159.10, made up of a retirement insurance benefit of $128.10
and a spouse's insurance benefit of $31.00. If the spouse's insurance
benefit is not payable for some months because of her husband's
earnings, she will receive her own retirement insurance benefit of
$128.10.

734.2. Could a larger benefit result if the smaller of the
primary benefits were chosen?
Yes. In certain situations, e.g., the disability family maximum or the
workers' compensation offset, a larger total family benefit would result
if you chose the smaller of the two primary benefits.
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735. What happens if a child is entitled to
benefits on more than one earnings record
at the same time?

In some cases, a child may be entitled to child's insurance benefits on

more than one earnings record. In this case, the child receives benefits

on only one earnings record. Usually benefits are received on the

earnings record with the higher PIA. However, the child may be paid

on the earnings record with the lower PIA, provided the following

conditions are met:

A. The benefit on that earnings record, before reduction for the family
maximum (see §731), is higher; and

B. No other beneficiaries, who are entitled on any earnings record
involved, would receive a lower benefit than he or she would
otherwise be paid.

736. When is a child automatically entitled on a
second earnings record?

A child entitled to benefits on one earnings record is automatically
entitled on a second earnings record if:

A. The child is eligible for benefits on the second earnings record; and

B. The child eligible for benefits on both earnings records applies for
benefits on the second earnings record.

737. Family maximum when child is entitled on
more than one earnings record.

737.1. What happens to the family maximum on the
earnings record(s) on which the child is paid?

The monthly family maximum payable on the earnings record on
which the child is being paid is the total of the family maximums on
each of the earnings records involved. This total is subject to a
combined maximum limit.

737.2. What happens to the family maximum on the
earnings record(s) on which the child is only
entitled?

The family maximum on the other earnings record(s) on which the
child is entitled (but not paid) is based solely on that PIA.
Note: The benefits payable to the persons entitled only on the other

earnings record(s) are computed as though the child were not entitled
on that earnings record.

Mr. and Mrs. Jones had eight children in the family group, five of
whom were their natural children. The other three were Mr. Jones'
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stepchildren by a former marriage. Mr. Jones died and all the children
and the widow became entitled on his earnings record. Mrs. Jones died
shortly thereafter and her five natural children became entitled on her
earnings record since it yielded the larger benefit for each (and had the
higher P1A). The benefits are determined as follows:

Mrs. Jones: PIA, $214.00; maximum, $321.00, combined
maximum, $623.00.

Mr. Jones: PIA $201.30; maximum, $302.00.

Original Adjusted
Ann Day $151.00 $100.60
Bob Day 151.00 100.60
Sid Day 151.00 100.60
Total $301.80

Original Adjusted
Mary Jones $160.50 $124.60
Peter Jones 160.50 124.60
Charles Jones 160.50 124.60
Marvel Jones 160.50 124.60
Ruth Jones 160.50 124.60
Total $623.00

738. Rounding of benefit rates.

738.1. Are benefit rates rounded?
Yes. Benefit rates must be rounded.
738.2. How are benefit rates rounded?

Calculations that are not a multiple of 10 cents are rounded to the next
lower multiple of 10 cents. For example, $100.18 is rounded down to
$100.10.

The monthly amount payable is rounded to the next lower multiple of
$1 if it is not already a multiple of $1. For example, $100.79 is rounded
down to $100.
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If you are entitled to Medicare, the Part B premium is deducted before
rounding the monthly benefit payable to the lower multiple of $1.
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INTRODUCTION

800. The extent of Social Security coverage.

800.1. Who are employees?
For Social Security purposes, you are considered an employee if:
A. You are an officer of a corporation (see §8824-825);
B. You meet the “common-law test” (see §§802-823);0r

C. You are in one of the four specific occupations described in §8826-
830.

800.2. Why is employment status important?

Employees and the self-employed are treated differently under the
Social Security program. It is important for you to know if you are an
employee or a self-employed person for Social Security purposes
because your tax rate could be affected.

801. Who is an employer?

For Social Security purposes, you are an employer if you have the final
authority or right to control workers in performing their services,
including hiring, firing, and supervising. In cases of doubt, the
common-law test must be applied (See §8802-823).

THE COMMON-LAW TEST

802. The common-law test.

802.1. What is the common-law test?

Under the common-law test, the person you work for has the right to
tell you what to do, how, when, and where to do your job. There are
several factors, or elements, which indicate such control over the
details of your work. These are discussed in §8804-823.
802.2. What if my relationship to my employer meets the
common law test?

You are considered an employee if your relationship with your
employer meets the common-law test. Even if your employer does not
give you orders on what to do, how when, and where to do your job, he
or she only needs the right to do so for you to be considered an
employee.

803. Factors which show control.

803.1. How is evidence of control determined?

The factors, or elements, that show control over the details of work are
discussed in 88804-823. These factors are weighed against and with
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factors that point to an employer-employee relationship or an
independent contractor status. It is important to note that any single
fact or small group of facts taken together is not necessarily
evidence of control. Determining evidence of control is based on a
careful evaluation of all facts collectively.

803.2. How much weight is given to the factors of
control?

The weight or amount of importance given to each factor is not always
constant. Some factors are more important than others in determining
evidence of control; also, the degree of importance changes by
occupation. For example, some factors of control do not apply to certain
occupations.

804. Are you required to follow instructions at work?

If you follow instructions about when, where, and how to work, then
you are ordinarily considered an employee. Instructions on how to do
your job can be provided verbally or in written format (e.g., manuals
and written procedures). Even if your employer does not give you
specific instructions because you are a good worker and can be trusted,
he or she only needs the right to instruct you.

805. Are you trained on how to do your job?

If you are trained by an experienced employee, then a factor of control
exists. Your training shows that your employer wants you to do your
job in a particular way. This is especially true if your training is
provided periodically or frequently. On the other hand, independent
contractors usually do their jobs using their own approach. They also
are not trained by purchasers of their services.

806. Are your services integrated in the business?

If your services are integrated into the business operations, a factor of
control generally exists. Integration occurs when the services you
perform merge with the scope and function of the business. If the job
you do is critical to the success of the business you work for, you are
subject to a certain amount of control by the business owner.

807. Do you personally perform your job functions?

If you personally do your job without the use of a substitute, a factor of
control exists. This shows that your employer is interested in who does
the job, how the job gets done, and the results. On the other hand, if
you have the right to hire a substitute without your employer's
knowledge, a lack of control may exist.
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808. Who hires, supervises, and pays assistants?

If your employer hires, supervises, and pays assistants, control over all
workers on the job generally exists. Sometimes, another worker may
hire, supervise, and pay other workers at the direction of the employer.
As long as the worker is acting as an employee in the capacity of a
supervisor or a representative of the employer, control over workers on
the job still exists. On the other hand, sometimes a worker hires,
supervises, and pays other workers resulting from a contract under
which materials and labor are provided for the attainment of a result.
In this case, the worker is considered an independent contractor.

809. Isyour work relationship continuing?
809.1. Does your working relationship continue with the
person for whom you work?

If the working relationship continues between you and the person you
work for, a factor of control generally exists. This relationship tends to
indicate an employer-employee relationship.

809.2. How is an on-going working relationship
determined?

If you are asked to work frequently on call or when work is made
available, a continuing working relationship exists. This is true even
under the following conditions:

A. Services are requested at irregular intervals;

B. Services are performed on a part-time basis;

C. Services are obtained on a seasonal basis; or

D. You only work a short time.

810. Do you have set hours at work?

If your employer has established a fixed work schedule for you, a factor
of control exists. In this instance, you are not able to set your own
hours, which is a right of an independent contractor. In some cases,
fixed hours may not be practical because of the nature of your job. As

long as you are required to work at certain times, an element of control
still exists.

811. Do you devote full time to the business?
811.1. Do you work full time for the business of your
employer?
If you work full time for your employer, a factor of control exists. Since

your employer has control over the amount of time you spend working,
you are restricted from doing other gainful work. On the other hand, an
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independent contractor can choose for whom to work and when to
work.

811.2. What does “full time” work mean?

Full time does not necessarily mean an eight-hour work day or a five-
day work week. The meaning of “full time” may vary by the nature of
your job, the customs where you live, and your intentions as well as
those of your employer.

811.3. What if there is no verbal or written agreement

specifying full time employment?

Although you may not have a formal agreement, full-time services may
be required of you. For example, some workers are not contractually
permitted to work for anyone else. Another example is a worker who
has to meet a production minimum. This production minimum may
require that the worker devote all working hours to the business. In
the previous examples, the workers are considered full time employees.

812. Do you work on premises?

812.1. Do you work on your employer's premises?

If you work at your employer's place of business, it is implied that your
employer has control. This is especially true if the type of work you do
could be done elsewhere. Working at the employer's place of business
places you under your employer's direction and supervision.

812.2. Do you work off your employer's premises?

Even if you do not work on your employer's premises, it does not
necessarily mean that you are not an employee. Some occupations
require services to be performed off premises. For example, employees
of construction contractors must work off premises to perform their job
duties.

813. Do you perform your job duties in the order
or sequence set by your employer?

If you carry out your job duties in the order set by your employer, a
factor of control exists. In this circumstance, you are not free to follow
your own pattern of work. Instead, you must follow the established
routines and schedules of your employer. Even if your employer does
not set the order of your job tasks, he or she only needs the right to do
so for control to exist.
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814. Do you submit oral or written reports to your
employer?

If you submit oral or written reports, a factor of control exists. The
submission of reports shows that you are required to account for your
actions.

815. Are you paid at specified intervals?

815.1. Are you paid by the hour, week, or month?

If you are paid at regular intervals, a factor of control exists. In
addition, if you are guaranteed a minimum salary, or if you are
compensated through a drawing account (provided that you are not
required to repay earnings in excess of your approved draw), an
employer-employee relationship tends to exist.

815.2. Are you paid by the job?

If you are paid by commission or on a job basis, you are likely an
independent contractor. Payment by the job includes a lump sum. This
lump sum is normally computed by the number of hours worked
against a fixed rate per hour. The lump sum payment may be broken
out into weekly or monthly installments if this method of payment is
convenient for a particular job.

816. Does your employer pay your business and
traveling expenses?

If your employer pays your business and traveling expenses, a factor of
control exists. On the other hand, a lack of control may exist if you are
paid on a job basis and you are responsible for business and traveling
expenses.

817. Are you provided with tools, materials, etc., to do
your job?

If your employer furnishes the various materials needed to do your job,
a factor of control exists. On the other hand, furnishing your own tools,
materials, and equipment may indicate a lack of control, unless it is
common for employees in your field to use their own hand tools.

818. Do you invest in the facilities you use to do your
job?

Facilities generally include the equipment or premises necessary for
work. If your employer provides all necessary facilities, you are
generally considered an employee. On the other hand, if you invest in
the equipment and premises necessary for work, you tend to be an
independent contractor. Note that the tools, instruments, clothing, etc.
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that you may provide as a common practice in your particular field is
not considered an investment in facilities.

819. Do you have the opportunity for profit or loss?
819.1. Areyou in a position to realize a profit or suffer a
loss resulting from your services?

If you have an opportunity for profit or loss resulting from your
services, you are generally considered an independent contractor. If
you are not in such a position, you are likely to be considered an
employee.
819.2. How is the opportunity for profit or loss
established?

Opportunity for profit or loss may be established by one or more
circumstances. Examples of such circumstances are if a person:

A. Hires, direct, and pays assistants;

B. Has his or her own office, equipment, materials, or facilities for
doing work;

C. Has continuing and recurring liabilities or obligations;

D. Succeeds or fails depending on the relation of receipts to
expenditures;

E. Agrees to perform specific jobs for prices agreed upon in advance;
and

F. Pays expenses incurred in connection with work performed.

820. Do you work for more than one person or
firm at the same time?

If you work for a number of people or businesses at the same time, you
are usually considered an independent contractor. As such, you are free
from control by the people and businesses for which you work.
However, it is possible that a person who works for several people or
businesses may still be considered an employee of one or all of them.

821. Do you make your services available to the general
public?

If the services you perform are made available to the general public,
you are usually considered an independent contractor. Services are
made available to the general public by independent contractors in a
variety of ways:

A. They may have their own office and assistants;
B. They may hang out a “shingle” in front of their home or office;
C. They may hold business licenses;

194 Who Are Employees?



D. They may be listed in business directories;

E. They may maintain business listings in telephone directories; or
F. They may advertise in newspapers, trade journals, magazines, etc.
822. Can you be fired?

822.1. Does your employer have the right to fire you?
If your employer has the right to fire you, a factor of control exists,
indicating an employer-employee relationship. On the other hand,
independent contractors cannot be fired provided that they meet their
contractual requirements.

822.2. Do labor union restrictions on firing affect the

employer-employee relationship?

Sometimes an employer's right to fire is restricted because of a contract
with a labor union. This restriction does not affect the existence of an
employment relationship.

823. Do you have the right to end your
relationship with your employer at any time?

If you can end the relationship with your employer at any time without
liability, you are generally considered an employee. An independent
contractor usually agrees to complete a specific job before ending the
work relationship. An independent contractor is also personally and
legally responsible for satisfactory completion of the job.

824. Corporate officers are ordinarily employees.
824.1. Are corporate officers employees of the
corporation?

Yes. If you are a corporate officer, you are normally considered an
employee of the corporation.

824.2. Are directors employees of the corporation?

If you are the director of a corporation, you are self-employed for any
service you perform as director.

824.3. What if a director performs non-directorial
services?

If you perform services outside the scope of your role as director, then
you are considered an employee of the corporation for those services.

825. What is a corporation?
825.1. How does an association classify as a
corporation?

The term “corporation” applies to associations of several people in a
joint business effort. In this context, corporations do not necessarily
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require a corporate charter. Corporations have each of the following
characteristics that make them different from other organizations:

A. Management is centralized. A certain number of associates, acting
as a board of directors, controls the association regarding how
business is conducted;

B. The organization continues uninterrupted upon the death of an
owner or a change in share ownership;

C. The organization's members have the absolute right to dispose of
their interests in the organization;

D. The organization intends to continue growing as a business; and

E. No associate is personally liable for debts incurred that exceed the
organizations assets.

If an association meets these conditions, it is classifiable as a
corporation. Therefore, members who perform duties similar to those of
officers of a corporation are considered employees.

825.2. Are partners considered employees of the
partnership?

Partners are generally not employees of either the partnership or any
of the partners of the business. However, a partnership can be
classified as a corporation if it meets conditions (A) - (E) above. If a
partnership can be classified as a corporation, partners who perform
duties similar to those of officers of a corporation are considered
employees.

825.3. Are officers and employee-shareholders of S
Corporations considered employees?

Yes. Officers and employee-shareholders of S Corporations are
employees of the corporation. Compensation for their services is wages
paid by the corporation.

EXCEPTIONS TO THE COMMON-LAW TEST

826. Certain workers are employees if the
common-law test is not met.

826.1. Are you considered an employee even if you do not
meet the common law test?

If you work in one of the four occupational groups set out in §§8827-830,
you are an employee for Social Security purposes even if you do not
meet the common-law test as long as:

A. Your work contract expects that you will do mostly all of the work;
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B. You have no substantial investment in the facilities used to do your
work (except for tools, equipment, transportation, or clothing
employees you usually provide); and

C. You have an on-going work relationship with the person for whom
you work.

826.2. Does it matter if the work contract is oral versus
written?

No. The contract of service may be oral or written. The important issue
in the contract is that you have no authority to delegate a substantial
amount of your work to another person. However, there are cases
where you might occasionally hire a substitute or assistant and still be
an employee under this test. What is important is that it is intended
that you perform the essential services of your job.

826.3. What does it mean to have a substantial
investment in facilities?

A substantial investment in facilities would be the investment of items
such as office furniture, fixtures, premises, and machinery. A
salesperson who maintains a home office may not have substantial
investment; however, a salesperson with an office elsewhere would be
considered to have a substantial investment in facilities.

826.4. Are items workers have or use to do their jobs
considered an investment in facilities?

Your investment in your education, training, tools, instruments,
clothes, or vehicle (used to go to and from work) are not considered a
substantial investment in facilities.

826.5. What is meant by an “on-going work
relationship”?

You have an on-going work relationship if you work regularly and
frequently work for your employer. Regular part-time work and regular
seasonal work are considered on-going. On the other hand, a single job
transaction, even if it covers a considerable period of time, is usually
not part of an on-going relationship.

827. Agent-drivers or commission-drivers.
827.1. Are agent-drivers or commission-drivers
employees?

If you meet the requirements in §826 and distribute any of the
following items, you are considered an employee:

A. Meat or meat products;
B. Vegetables or vegetable products;
C. Fruit or fruit products;
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D. Bakery products;
E. Beverages (other than milk); or
F. Laundry or dry cleaned clothing.

827.2. When are agent-drivers or commission-drivers
NOT employees?

You must perform the services for the person engaging them to be
considered an employee. If you buy merchandise on your own behalf
and sell it to the public as part of your own independent business, you
are not considered an employee. In addition, if you distribute items
that are not incidental to handling items (A) - (F) above, you are not
considered an employee.

827.3. Does how the driver operates affect employee
status?

Several factors do not affect your employee status as an agent-driver or
commission-driver:

A. You may sell at wholesale or retail,;
B. You may operate from your own truck or from a company truck;

C. You may serve customers designated by the company or solicit your
own;

D. You may distribute other products provided that the handling of
these products is incidental to the handling of items A - F above;
and

E. You may be compensated in any manner. How you are compensated
is immaterial.

828. Full time life insurance salespersons.
828.1. Are full time life insurance salespersons
employees?
You are considered an employee if you:
A. Meet the requirements in 8826;

B. Solicit life insurance or annuity contracts as your entire or
principal business activity; and

C. Work primarily for one life insurance company.

You should be provided with office space, stenographic help, telephone
facilities, form, rate books, and advertising materials by the company
or general agent.

828.2. Is the employment contract important?

Generally, the employment contract reflects the intention of you and
the company regarding “full-time” work. How much time you spend

198 Who Are Employees?



working is not important. What is important is the contractual intent
of full-time work. You may work regularly only a few hours a day yet
still qualify as a full-time life insurance salesperson if your contract
intends that you engage in full-time activity.

828.3. What does it mean to be a “principal business

activity”?

A “principal business activity” takes the major part of a salesperson's
working time and attention. This means that your efforts must be
devoted primarily to the solicitation of life insurance or annuity
contracts. Occasional or incidental sales of other types of insurance
(e.g., surplus-line insurance) do not affect this requirement. On the
other hand, if you are required to work substantially on selling
applications for insurance contracts other than life insurance (e.g.,
health, accident, fire, etc.), you do not meet the requirement.

829. Full time traveling or city salespersons.
829.1. Are full time traveling or city salespersons
employees?
You are considered an employee if you:
A. Meet the requirements in 8826;
B. Solicit orders for merchandise on behalf of another person or firm
as your principal activity;

C. Obtain your orders from businesses whose primary function is the
furnishing of food and/or lodging (e.g., wholesalers, retailers,
contractors, hotel and restaurant operators); and

D. Sell merchandise that is bought for resale or use as supplies in your
customer's business operations.

“Full-time” means that you work primarily for one person or business.
It does not matter how much time you spend on the job.

829.2. What types of salespersons are NOT considered
employees?
Manufacturers representatives and multiple-line salespersons that
work for a number of firms are usually not considered employees.

830. Homeworkers.

830.1. Are homeworkers employees?
You are considered an employee if you:
A. Meet the requirements in 8826;
B. Work away from the employer's place of business;
C. Work according to your employer's guidelines;
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D. Work on material or goods provided by your employer; and

E. Return the finished product to your employer or to someone whom
your employer designates.

830.2. What type of worker is considered a
“homeworker”?

Homeworkers include people who make quilts, buttons, globes,
bedspreads, clothing, needlecraft products, etc. Homeworkers usually
work in their own homes or in a workshop away from their employer's
business. The type of work homeworkers do is usually simple and
consists of following patterns or samples provided by the employer.

830.3. How is compensation computed for Social
Security purposes?

If you receive wages less than $100 in a calendar year (the cash-pay
test) from your employer, your pay is not counted for Social Security
purposes. However, all of your pay is counted in applying the earnings
test to a beneficiary, even if you do not meet the cash-pay test. If you do
meet the cash-pay test, all of your pay is counted for benefits and the
earnings test. (See §1303.)

831. Are farm crew workers employees of the
crew leader or the farm operator?

Farm crew workers are employees of the crew leader if the crew leader:
A. Arranges with the farm operator to provide workers;

B. Pays the workers either on his or her own behalf or on behalf of the
farm operator; and

C. Is not the farm operator's employee in a written agreement with
the farm operator.

If items (A) - (C) above are met, the crew leader is self-employed. He or
she is responsible for the payment of employment taxes and for
reporting the farm crew workers for Social Security purposes.

If an agreement has been entered into in writing that the crew leader
is an employee of the farm operator, all crew member are also
employees of the farm operator. If the crew leader does not pay the
workers and has not entered into a written agreement, the common-
law test (see §8802-823) is applied. The common-law test determines
the identity of the employer of the workers and the status of the crew
leader.
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900. Does Social Security cover most types of work?

Most types of employment in the U.S. are covered by Social Security.
Some work, however, is specifically excluded by the law. Other types of
work are covered only under certain conditions. This Chapter explains
what employment is not covered by Social Security and what
conditions must be met before certain types of employment otherwise
excluded can be covered. The special coverage provisions for
employment for State and local governments are explained in Chapter
10

901. Is agricultural labor covered by Social Security?
Most types of agricultural labor are covered by Social Security.

However, only cash pay (as defined in 8§1303) for your farm work is
counted as wages for Social Security purposes, and only if either:

A. The cash pay was paid to you by your employer whose expenditures
for agricultural labor are $2,500 or more; or

B. The cash pay paid to you in a calendar year for agricultural labor by
one employer amounts to $150 or more (the cash-pay test) if your
employer spends less than $2,500 in the year for agricultural labor.

902. How is the cash-pay test applied?

In applying the cash-pay test, payments are credited as wages for
Social Security purposes at the time your wages were paid. Therefore,
if you were paid $150 in 1980 for agricultural labor, the entire $150 is

counted as wages for 1980, even though part or all of the work may
have been done in 1979.

903. Whatis a farm?

A “farm” includes:
* dairy

« fruit

= fur-bearing animal farms
e nurseries

= orchards

= plantations

e poultry

= ranches

e ranges

e truck farms
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= stock

The term also includes greenhouses (except those used primarily for

display or storage purposes or for making wreaths or bouquets) and

other similar structures that are used primarily for the raising of

agricultural or horticultural commodities.

904. What types of farm work are considered
agricultural labor?

If you do agricultural labor on a farm, you are covered by Social
Security if your work is performed in connection with:
A. Cultivating the soil; or

B. Raising or harvesting any agricultural or horticultural commodity
(this includes the raising, shearing, feeding, caring for, training
and/or management of livestock, bees, poultry, and fur-bearing
animals and wildlife).

905. What are “agricultural and horticultural
commodities”?

Agricultural or horticultural commodities raised for sale or for home

use include:

A. Food crops (such as nuts, fruits, mushrooms, vegetables, and
grain);

B. Flowers, cut flowers, trees, and shrubbery;

C. Animal feed or bedding, grass, vegetable, and cereal seed; and

D. Other crops (such as flax, cotton, tobacco, tung nuts, and medicinal
herbs raised for sale or for home use.)

906. What types of work include cultivating, raising,
and harvesting?

Cultivating, raising, and harvesting may include the following:

A. The actual cultivation of the soil;

B. The raising or harvesting of a commodity; or

C. An activity, such as irrigating crops, cutting of top soil, spraying or
dusting, that is done in connection with such operations.

907. What types of work are not considered “raising”?

The term “raising” does not include service in potting, watering,

heeling, or otherwise caring for trees, shrubbery, plants, etc., that are

purchased in salable condition for the purpose of quick resale.

However, if you keep these commodities long enough for them to grow
and appreciate, the work in caring for them is agricultural labor.
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908. What types of work are considered “harvesting”?

The term “harvesting” includes work usually performed as part of
harvesting, such as: baling hay, shredding fodder, shucking and
shelling corn, baling flax straw, hulling almonds, coarse grinding of
alfalfa, and threshing small grains before storage. Horticultural
commodities such as flowers, trees, shrubbery, and plants are
harvested when they are taken up for sale or storage.

909. What types of work are considered “agricultural
labor”?

“Agricultural labor” is work performed with the operation,
management, conservation, improvement, or maintenance of a farm
and its tools and equipment. Salvaging timber or clearing land of brush
and other debris left by a hurricane is also agricultural labor. The
following conditions are required for work to be considered agricultural
labor:

A. You must work in the employ of the owner, tenant, or other operator
of the farm; and

B. The major part of your work is done on the farm.

Note: Work done in the wholesaling or retailing of raw or
unmanufactured farm products (including displaying, actual selling,
collecting, and depositing of sales receipts and the clerical and other
work in connection with the selling of the products) is agricultural
labor if the farm operator raised over one-half of the products sold, and
the major part of the work is done on a farm.

910. Iswork performed in crude gum production
covered by Social Security?

Crude gum production involves producing and harvesting crude gum
from a tree, and processing crude gum into gum spirits of turpentine
and gum rosin by the original producer of the crude gum. If you
perform this type of work, you are covered by Social Security.

911. Is work performed in connection with cotton
ginning covered by Social Security?

Work done in connection with cotton ginning is agricultural labor.
Therefore, it is covered by Social Security.
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912. Work in connection with waterways, ditches, etc.

912.1. Iswork in connection with the normal upkeep of
an existing water system covered by Social
Security?
Work you do in connection with the ordinary upkeep, repair, and
replacement of an existing water system is agricultural labor.
Therefore, it is covered by Social Security provided that the waterways,
ditches, canals, etc.:

A. Are not owned or operated for profit; and
B. Are used exclusively for supplying and storing water for farm
purposes.
912.2. What if work is done in connection with a new
water system. Is it covered by Social Security also?

Work you do in connection with the construction of a new system or
the extension of an existing system is not agricultural labor.
Therefore, it is not necessarily covered by Social Security.

913. Processing or packaging of agricultural
commodities.

913.1. Is processing or packaging of an agricultural
commodity covered by Social Security?

Work in connection with the processing or packaging of any
agricultural commodity in its raw or unmanufactured state is covered
by Social Security as agricultural labor if:

A. The work is not performed in connection with the commercial
canning or freezing of the commodity;

B. The work is not performed after the delivery of the commodity to a
terminal market for distribution for consumption; and

C. The work is performed in the employ of:
1. A farm operator who produced more than one-half of the

agricultural commodity being processed or packaged in a pay
period; or

2. An unincorporated group of farm operators who:

a. Do not number more than 20 at any time during the
calendar quarter, before 1978, in which the work was
performed, or, after 1977, during the calendar year in which
the work is performed;

b. Are not a farmers' cooperative; and

Produce all of the agricultural commodity being processed or
packaged in a pay period.
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913.2. Isthe work involved in getting commodities to
market covered by Social Security?

Activities performed to get commodities to market include: handling,
planting, drying, packing, packaging, processing, freezing, grading,
storing, or delivering to storage or to market or to a carrier for
transportation to market. If you perform such activities in connection
with an agricultural or horticultural commodity, the work you do is
considered agricultural labor if the conditions in (A)-(C) above apply.

913.3. What if work changes a commodity from its raw
or natural state?

If you process commodities in such a way that the work you perform
changes them from their raw or natural state, the work you do is not
agricultural labor. Likewise, any work you perform on a commodity
after it has been changed from its raw or natural state is not
agricultural labor.

914. Are foreign agricultural workers in the U.S. covered
by Social Security?

You are not covered by Social Security if you are a foreign worker
lawfully admitted to the U.S. on a temporary basis to perform
agricultural work.

915. Domestic service in private home of employer.

915.1. Is domestic service covered by Social Security?

Domestic service in the private home of the employer is covered by

Social Security beginning with 1955. Only cash pay (as defined in

§1303) for this work is counted for Social Security purposes. Prior to

1994, only the cash pay paid to the domestic worker in the calendar

guarter by the employer amounting to $50 or more counts for Social

Security purposes.

915.2. What is the minimum amount that must be

earned for domestic work to be covered by Social
Security?

Beginning in 1994, rules for coverage of domestic services performed in

the private home changed. The table below shows the minimum you

must earn for Social Security purposes.
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Minimum Cash Pay for Social Security Coverage

Calendar Year | Minimum Cash Pay
1994 $1,000
1995 $1,000
1996 $1,000
1997 $1,000
1998 $1,100
1999 $1,100
2000 $1,200
2001 $1,300

For calendar years after 1998, the earnings threshold will adjust in
multiples of $100 in a given year, as average wages adjust.

915.3. What if the domestic worker is under age 18?

Beginning in 1995, any portion of a year that you work in a private
home while you are under 18 years old, you are excluded from Social
Security coverage. However, if the service is your principle occupation,
you may be covered by Social Security.

915.4. How does the cash-pay test apply if the domestic
worker has more than one employer?

If you perform domestic services for more than one employer, the cash-
pay test applies separately to the cash pay paid by each employer. You
cannot combine cash payments for a calendar quarter or a calendar
year from various employers.

915.5. How is domestic service on a farm considered for
Social Security purposes?

Your domestic service on a farm operated for profit is considered
“agricultural labor” for services rendered prior to 1995. The
agricultural labor cash-pay test, described in 8900, must be met before
cash wages paid for your employment can be considered covered for
Social Security purposes.

Beginning in 1995, domestic work on a farm operated for profit is no
longer treated as agricultural employment. You are subject to a new
domestic threshold.
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916. Domestic service defined.

916.1. What does “domestic service” mean?

“Domestic service” means work normally performed as an essential
part of household duties. Domestic service contributes to the
maintenance of the employer's residence or administers to the personal
wants and comforts of the employer, other members of the household,
and guests.

916.2. What kind of work is included under domestic
service?

In general, domestic service includes work performed by:
= baby sitters
= butlers

- caretakers

= chauffeurs of family automobiles
= companions
= cooks

= footmen

e furnacemen
= gardeners

e governesses
= grooms

= handymen

= housekeepers
= housemen

= janitors

= laundresses
* maids
 nursemaids
= seamstresses
= valets

- waiters

= waitresses

< watchmen
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917. Private home defined.

917.1. What is a “private home”?

A “private home” is the fixed place of residence of one or more people.
Any shelter used as a dwelling may, depending on the circumstances,
be considered as a private home. For example, a tent, boat, trailer, or a
room or suite in a hospital, hotel, sanatorium or nursing home may all
be considered private homes. A cooperative boarding and lodging
facility may be a private home. Company-operated facilities are not
private homes

917.2. Is an apartment house considered a private
home?

In an apartment house, each apartment together with its private
stairways, halls, and porches, etc. is a private home. Parts of the
premises devoted to common use, such as the office, furnace-room,
lawns, public stairways, halls, and porches are not a part of the private
home.

917.3. Is a house used for room and board considered a
private home?

If a house is used mainly as a commercial rooming or boarding house,
only that part of the house that is used as the operator's living quarters
is considered to be a private home.

917.4. Do domestic workers who work in a property
being rented as a private home work in the
private home of the employer?

If you are a domestic worker employed by landlords or rental agencies
to do work in or about property being rented as a private home, you are
not performing work in the private home of the employer.

918. Special provision for reporting wages paid to
domestics.

918.1. Are there special provisions for domestic
employees for reporting wages?

For Social Security tax reporting purposes only, your cash wages paid
for domestic service in the private home of your employer may be
rounded to the nearest dollar. This simplifies computation of the Social
Security tax. For example, you are paid daily and your cash pay is
$22.50, your payment is considered $23 for reporting purposes.
Similarly, a payment amounting to $22.49 is reduced to $22. Also
rounding to the nearest dollar is permitted if you are paid on a weekly,
semimonthly, or monthly basis.
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918.2. Does the rounding method need to be applied
consistently?

Yes. If you use the rounding method of reporting for any pay period in a

calendar quarter, you must use it consistently throughout the calendar

quarter.

919. Is domestic service by a student for a college
club, fraternity, or sorority covered by Social
Security?

If you are a student performing domestic service for a local college club,

fraternity, or sorority, you are not covered by Social Security if:

A. You perform the domestic service in or about the club rooms or

house; and

B. You are enrolled in a school, college, or university, and you

regularly attend classes there.

920. Local college club defined.

920.1. What is a local college club?

A “local college club” is made up of members who are mainly students
enrolled in the college, or people directly connected with the college.
The membership of a local chapter of a college fraternity or sorority
must be composed mostly of students enrolled in the college. However,
the fact that a local college club or local chapter of a college fraternity
or sorority has some alumni or faculty members is immaterial.

920.2. Isan alumni club or alumni chapter considered a
college club?

No. An alumni club or alumni chapter of a fraternity or sorority is not
considered a college club or chapter.

921. Service by a student for a school, college, or
university.
921.1. Iswork done by a student for a school, college, or
university covered by Social Security?

If you are a student working for a school, college, or university, you are
not covered by Social Security provided that:

A. You are enrolled at the school, college, or university where you are
working; and

B. You are regularly attending classes. (See §1002(F).)

For application of this rule to students enrolled in Work-Study
Programs, see §946.)
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921.2. Iswork done by a student after 1972 for a private,
nonprofit auxiliary organization of a school,
college, or university covered by Social Security?

If you are a student working for a private, nonprofit auxiliary

organization of your school, college, or university after 1972, you are

not covered by Social Security provided you meet the conditions of (A)

and (B) above. Also, the auxiliary organization must be:

A. Organized and operated for the benefit of, to perform the functions
of, or to carry out the purposes of the school, college, or university;

B. Operated, supervised, or controlled by or in connection with the
school, college, or university; and

C. Operated by a State or local government, unless the terms of the
agreement between the State and the Department of Health and
Human Services cover the services performed by its student
employees.

922. Iswork by a student nurse covered by Social

Security?

Your work as a student nurse for hospital or nurses' training school is
not covered by Social Security, provided that:

A. You are enrolled at the hospital or nurses' training school;
B. You are regularly attending classes; and

C. The hospital or nurses' training school is chartered or approved
under State law.

Your work is excluded from coverage although the work of other
employees of the hospital or nurses' training school is covered by Social
Security. (See §1002 (F).)

923. Is work as an intern for a hospital covered by
Social Security?

If you work as an intern for a hospital, you may or may not be covered
by Social Security depending upon the type of hospital for which you
work:

A. If you work for a privately owned and operated hospital, then
you are covered by Social Security (see §931);

B. If you work for a Federal hospital, then your work is covered on
the same basis as the work of other Federal employees; or

C. If you work for a State or local government hospital, your
coverage depends on whether your position is in a group covered by
the Federal-State agreement. If your position is covered by the
Federal-State agreement, you are covered. If your position is not
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covered, you are subject to rules of coverage under Section 210 of
the Social Security Act. (See §1000 for information on a Section 218
agreement).

924. Employment not in the course of the
employer's trade or business.

924.1. Is non-business work covered by Social Security?

Work done that is not in the course of your employer's trade or business
(non-business work) may be covered by Social Security. Only cash pay
(as defined in §1303) for this type of work may be counted for Social
Security purposes. Also, you must be paid at least $100 in a calendar
year to be considered for coverage.

924.2. How is the cash-pay test applied if work is done
for more than one employer?

If you do non-business work for more than one employer, then
apply the cash-pay test individually to the cash pay from each of your
employers.

924.3. Is non-business on a farm covered by Social
Security?

Non-business work on a farm operated for profit is considered
agricultural labor. You must meet the agricultural labor cash-pay test
set out in 8901 before your cash wages can be counted for Social
Security purposes.

925. Work not in course of employer's trade or business
defined.

925.1. What is “non-business work”?

Non-business work is “work not in the course of the employer's trade or
business.” Any type of work that does not promote or advance the
business of your employer is hon-business work. For example, work
relating to your employer's hobby or recreational activities, or work
repairing your employer's private home would be considered non-
business work.

925.2. Can work for a corporation be considered non-
business work?

No. Any work you do for a corporation can never be considered non-
business work or, “work not in the course of the employer's trade or
business.”
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926. What types of family employment are not covered by
Social Security?

Some types of family employment are not covered by Social Security.
You are not covered by Social Security if you meet any of the following
conditions. You are:

A. A child under age 18 working for your parent(s) (beginning January
1, 1988);
Note: Prior to January 1, 1988, a child, under age 21, in the
employ of a parent.

B. A child age 18 to 21 working for your parent(s), but not performing
work in the course of your parent's trade or business (beginning
January 1, 1988);

C. A husband working for your wife, but not performing work in the
course of your wife's trade or business (beginning January 1, 1988);

D. A wife working for your husband, but not performing services in the
course of your husband's trade or business (beginning January 1,
1988); or

E. A parent working for your son or daughter performing:
1. Domestic service in or about the private home of your son or

daughter (see §927 for exception); or

2. Work not in the course of your son's or daughter's trade or
business.

927. Is domestic work by a parent for a son or daughter
covered by Social Security?

Beginning January 1, 1968, you are covered by Social Security if you
are a parent doing domestic service for your son or daughter in or
about his/her private home, and:

A. There is a genuine employment relationship between you and your
son or daughter;

B. Your son or daughter has a child living in his/her private home who
is either: (1) under age 18; or (2) if older than 18, has a mental or
physical condition requiring personal care and supervision by an
adult. Adult care and supervision must be needed for at least four
continuous weeks in the calendar quarter in which you perform
domestic service; and

C. Your son or daughter is either:
1. A widow or widower;
2. Divorced and has not remarried; or
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3. Has a spouse living in the home that has a physical or mental
condition that renders him or her incapable of taking care of the
child. Adult care and supervision must be needed for at least
four continuous weeks in the calendar quarter in which you
perform domestic service.

Note: The term “child” includes an adopted child, a stepchild, or a

foster child.

928. What types of family employment is covered by
Social Security?

The family employment exclusion does not apply to work you perform

for either:

A. A corporation or an association classifiable as a corporation. This is
true even though the relationship set out in §926(A), (B), (C), or (D)
exists between you and the person or persons controlling the
corporation; or

B. A partnership, unless the relationship in §926(A) exists between
you and each of the partners.

929. Delivering or distributing newspapers.

929.1. What are “newspapers” and “shopping news”?

“Newspapers or shopping news” includes news publications, shopping
guides, handbills, and other types of advertising material.

929.2. What does “delivery” or “distribution” mean?

“Delivery or distribution” means retail sale, house-to-house delivery, or
the passing out of handbills on the street.

929.3. Are newspaper deliverers covered by Social
Security?

Effective January 1, 1996, you are not covered by Social Security if you
deliver or distribute newspapers or shopping news. You are considered
a direct seller and your payment constitutes earnings from self-
employment. See §1135.2 for further information on the treatment of
these earnings as self-employment income. This exclusion does not
apply to the delivery or distribution of magazines.

929.4. When were newspaper delivery services excluded
from Social Security coverage prior to 19967
Prior to January 1, 1996, delivery services were excluded from Social
Security coverage if:

A. The work was performed as an employee and the person was under
age 18; and
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B. The material was delivered or distributed to the ultimate consumer
and not to a point from which later distribution or delivery was
made.

This exclusion does not apply to the delivery or distribution of

magazines.

930. Are vendors of newspapers and magazines covered
by Social Security?

If you sell newspapers or magazines, you are not covered by Social
Security if:
A. A. The magazines or newspapers are sold:
1. To the ultimate consumer; and
2. Atan arranged fixed price; and
B. Your pay is the difference between the fixed selling price of the

newspapers/magazines and the amount at which they are charged
to you whether or not:

1. You are guaranteed a minimum wage for your services; or

2. You are entitled credit for any unsold newspapers or magazines
which are turned back.

If you are 18 or over, your work is covered by Social Security as “self-
employment” under a special provision of the law.

If you are under 18 and you work in an independent capacity and not
as an employee, the work may be covered by Social Security as self-
employment.

931. Work for nonprofit religious, charitable,
educational, etc. institutions.

931.1. Iswork performed before January 1, 1984, for a
nonprofit religious, charitable or educational
organization covered by Social Security?

Work you performed prior to January 1, 1984, for a nonprofit religious,
charitable, educational, or other organization exempt from income tax
(under section 501(a) of the Internal Revenue Code) is not covered by
Social Security.

Note: If the organization waived its exemption from Social Security
taxes by filing a waiver certificate and a list of concurring employees,
then you may be covered by Social Security. The organization can
terminate Social Security coverage by giving two years' advance notice,
if coverage had been in effect for eight years or more.
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931.2. Iswork performed on January 1, 1984 or later for
a nonprofit religious, charitable or educational
organization covered by Social Security?

Beginning on January 1, 1984, work you perform for a nonprofit
religious, charitable, educational or other organization is covered by
Social Security. You are covered for work done on or after January 1,
1984, even if you previously terminated coverage.

Note: Since 1982, nonprofit organizations may not terminate coverage
of employees.

931.3. Can nonprofit religious, charitable or
educational organizations elect to be excluded
from Social Security coverage?

A church or qualified church-controlled organization, opposed for
religious reasons to payment of Social Security taxes, may elect to have
services performed by their employees (beginning January 1, 1984)
excluded from the definition of employment for Social Security
purposes. Organizations in existence when the legislation was passed
had to elect before October 31, 1984. Other organizations must elect
before the date that the first quarterly tax return is due.

931.4. How are services of employees of a church/
organization that elected to be excluded from
Social Security coverage considered?

If you work for a church/organization that is excluded from the
definition of employment for Social Security purposes, your work is
treated as services performed in a trade or business. Your work is
covered as self-employment (see §1136), provided payment for your
work in a calendar year is $100 or more as required prior to 1984.

Note: Employees of a nonprofit organization required by law to be
subject to the Civil Service Retirement System (such as the Legal
Services Corporation) are treated like Federal civilian employees for
Social Security coverage purposes.

932. Ministers and members of religious orders.
932.1. Are services of ministers and members of religious
orders covered by Social Security?

Your services as a minister or member of a religious order are covered
by Social Security as self-employment if:

A. You performed the services after 1967;

B. You are/were a duly ordained, commissioned, or licensed minister of

a church in the exercise of your ministry or by a member of a
religious order not under a vow of poverty;
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C. You did not elect to be exempt from Social Security coverage (see
§81131-1132).

932.2. Can work performed by a minister or member of a
religious order, under a vow of poverty, be covered
by Social Security?

You may be covered by Social Security if the religious order has elected
to have services performed by its members covered by Social Security.

932.3. How does a religious order elect to have the work
of its members covered by Social Security?

To elect coverage, the order or subdivision of the religious order must
file Form SS-16 (Election of Covered Wages for Members of Religious
Order Under Vow of Poverty) with the Internal Revenue Service.

932.4. If a religious order is covered by Social Security,
what do the members' covered wages include?

If are a member of a religious order that is covered by Social Security,
your covered wages are the fair market value of any board, lodging,
clothing, or other perquisites furnished by the order. Your wages must
not be less than $100 a month in order to be covered by Social Security.

933. How is work that is not in the exercise of the
ministry treated for Social Security purposes?

Work you perform that is not in the “exercise of the ministry or duties
required by a religious order” is treated the same as the work of any
other employee. You are covered or excluded from Social Security on
the same basis as any other employee for the religious order.

934. What is an “ordained”, “commissioned”, or
“licensed” minister?.

You are an “ordained”, “commissioned”, or “licensed” minister if you
have been vested with ministerial status according to the procedure
followed by your particular church's denomination. You do not have to
be connected with a congregation. Your ministerial authority continues
until it is revoked by your church.

Some churches have formal ordination procedures. For Social Security
purposes, your commissioning or licensing as a minister must be
recognized by your church as an ordination if your church follows such
procedures.

935. What does “exercise of the ministry” mean?

The term “exercise of the ministry” includes the following activities:

A. The conduct of religious worship and the ministration of sacerdotal
functions;
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B. Service performed in the control, conduct, and maintenance of:

1. Arreligious organization under the authority of a religious body
constituting a church or church denomination; or

2. An organization operated as an integral agency of a religious
organization, church, or church denomination.

Note: Control, conduct, and maintenance of an organization does
not include work such as operating an elevator or being a janitor. It
refers to work in directing, managing, or promoting the activities of
the organization.

C. Service performed for any organization under an assignment or
designation by a church; or

Note: This does not include cases in which a church merely helps
by recommending a minister for a position involving non-
ministerial services for an organization not connected with the
church.

D. Missionary service or administrative work for a missionary
organization.

936. Are crews on fishing boats covered by Social
Security?

If you are a member of a fishing boat crew or work on boats engaged in
catching fish or other forms of aquatic life (such as shrimps or
lobsters), you are considered self-employed. (See §1134 for special
conditions.)

937. Employment for a foreign government,
international organization, or instrumentality of a
foreign government.

937.1. Are employees for foreign governments,
international organizations or instrumentalities
of a foreign government covered by Social
Security?

Your work as an employee of a foreign government or of an
international organization is not covered by Social Security as
employment. The same rule applies to work for a wholly owned
instrumentality of a foreign government that exempts similar work if
performed in that country by U.S. employees. (See §938 for treatment
of work by U.S. citizens in the U.S. for foreign governments,
international organizations, etc.)
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937.2. Are employees who participate in FERS or FSPS
excluded from Social Security coverage?

Beginning in 1995, the services you perform for an international
organization as a Federal employee participating in the Federal
Employees Retirement System (FERS) or Foreign Service Pension
System (FSPS) are not excluded from employment. Your services are
covered as employment by the Federal agency that transfers you. This
includes employment outside and inside the United States.

938. Iswork by U.S. citizens working in the U.S. as
employees of foreign governments covered by Social
Security?

Your work is covered as self-employment if you are a U.S. citizen

working in the U.S. as:

A. An employee of a foreign government;

B. An employee of a foreign governments' wholly-owned instrumen-

tality; or

C. An employee of an international organization.

This provision and §937 do not change for Federal employees not under

FERS or FSPS.

939. Foreign students or exchange visitors.

939.1. Iswork by foreign students or exchange visitors
covered by Social Security?

Work performed by foreign nonresidents temporarily admitted to the
U.S. under sections 101(a)(15)(F), (J), (M), and (Q) of the Immigration
and Nationality Act, as amended, is not covered by Social Security if:

A. The work is performed to carry out the purpose(s) for which the
foreign nonresidents were admitted to this country; or

Note: Work by a student or exchange visitor other than that
performed to carry out the purpose for which he or she was
admitted is not excluded from Social Security coverage. However, if
the foreign nonresident has received special permission to work,
then he or she may be excluded from coverage.

B. Special permission to work has been granted by the Immigration
and Naturalization Service (in the case of a student) or by the
sponsor of an exchange visitor.

939.2. To what categories of visa holders does the Social
Security exclusion apply?

The exclusion from coverage applies to four categories of visa holders:
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F-1 Bona fide students admitted to pursue a course of study at an
established school or other recognized place of study approved by the
Attorney General;

J-1 Bona fide students, scholars, trainees, teachers, research
assistants, or specialists, admitted to participate in a program
designated by the Secretary of State for the purpose of teaching,
consulting, demonstrating special skills, or receiving training;
M-1Bona fide students at a vocational or training school; and
Q-1Beginning October 1994, foreign exchange visitors admitted to
participate in an international cultural exchange program for the
purpose of providing practical training and sharing culture, history,
and traditions of the visitor's country.
939.3. Iswork performed by a family member of a
foreign exchange visitor covered by Social
Security?
Yes. Work performed by the spouse or child of an exchange visitor is
covered by Social Security.

940. Employment as civilian for the U.S. Government.

940.1. Are newly hired civilians for the U.S. Government
covered by Social Security?

If you were hired as a civilian employee for the U.S. Government on or
after January 1, 1984, then you are covered by Social Security. Certain
Federal officials are also covered.
Prior to 1984, most Federal civilian employment was exempt from
regular Social Security coverage, but subject to the Hospital Insurance
tax portion of the Federal Insurance Contributions Act beginning
January 1, 1983.

940.2. Which civilian workers are covered by Social
Security?

The following civilian positions are covered by Social Security:
A. Federal employees who on or after January 1, 1984:
1. Are hired for the first time;

2. Are hired after a separation exceeding 365 days from previous
Federal employment (see 8940.3 for exceptions);
3. Return to Federal employment after a separation of less than

366 days and the prior employment was subject to full Social
Security coverage and taxation under the prior law; or
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4. Were working for the Federal Government in a position subject
to full Social Security coverage and taxation under the prior law
(e.g., in the uniformed services or a temporary employee);

Note: Generally, work performed by re-employed Civil Service and
other Federal annuitants, except retired members of the uniformed
services, are specifically excluded from Social Security coverage
other than Health Insurance coverage. Retired members of the
Foreign Service who return to work for the Federal Government
under temporary appointment (one year or less) as General
Schedule employees, are subject to full Social Security coverage.

Legislative branch employees who were not participating in the
Civil Service Retirement System (CSRS) or another Federal
civilian retirement system as of December 31, 1983;

Legislative branch employees who were participating in the CSRS
or another Federal retirement system (other than one for members
of the uniformed services) on December 31, 1983, and

1. Received lump-sum payments from the Federal retirement
system after December 31, 1983; or

2. Ceased to be subject to CSRS after December 31, 1983.

Note: Legislative branch employees covered by Social Security as a
result of this provision who: (1) received or filed an application for a
lump-sum payment before June 15, 1984, from a Federal
retirement system; or (2) ceased to be subject to the CSRS after
December 31, 1983, could be excluded from Social Security coverage
if they joined the CSRS before August 18, 1984.

Note: Legislative branch employees who: (1) were hired after July
18, 1984, after a break in Federal service of less than 366 days; and
(2) otherwise meet these requirements, could be excluded from
Social Security coverage if they joined CSRS within 30 days after
they were hired.

. Members of Congress, including Delegates and Resident
Commissioners of or to the Congress;

. The President, the Vice President, and most executive-level
political appointees. Generally, this includes positions as Cabinet
heads, subcabinet members, independent agency top staff,
commission members, and political appointees designated by the
President with the advice and consent of the Senate; and

Federal judges, magistrates, bankruptcy judges, and referees in
bankruptcy. This does not apply to payment to retired senior status
Federal justices and judges while actively performing judicial
duties.
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940.3. What are the exceptions to Social Security
coverage for employees hired after a separation
exceeding 365 days from previous Federal
employment?

If you previously held a position not covered by Social Security and you

meet any of the following conditions, you are not covered by Social

Security:

A. You return to non-covered Federal service after being detailed or
transferred to service with certain international organizations;

B. You return to non-covered service after separation to perform
service with the American Institute in Taiwan; or

C. You exercise restoration or reemployment rights after service as a
member of a uniformed service (including service in the National
Guard and temporary service in the Coast Guard Reserve).

940.4. How is employment for all Federal agencies and
instrumentalities considered for Social Security
purposes?

Employment for all Federal agencies and instrumentalities, including
service as a member of the uniformed services, is considered as
employment for the same employer.

940.5. What does the legislative branch consist of?

The legislative branch consists of the Congress, the Architect of the
Capitol, the U.S. Botanic Garden, the General Accounting Office, the
Government Printing Office, the Library of Congress, the Office of
Technology Assessment, the Congressional Budget Office, and the
Copyright Royalty Tribunal.

940.6. What type of work performed for the U.S.
government is usually always NOT covered by
Social Security?
Services that remain excluded from Social Security coverage includes
work from the following:

A. Inmate of a Federal penal institution;

B. Interns, student nurses, and other student employees of a Federal
hospital;

C. Emergency employees serving on a temporary basis during certain
emergencies;

D. Many retired Federal judges (age 70 and above) who continue to
remain on call to serve on the bench after retirement. These
services would ordinarily be covered for Social Security purposes
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but have been excluded by law for all services performed after
December 31, 1983; and

E. Certain students performing services for U.S. Army Corps of
Engineers research and development laboratories. These services
are excluded from Federal employment by section 2360 of the
Armed Forces Act. Since they are excluded from employment, their
payment for services is not covered services for Social Security tax
purposes nor are they covered as independent contractors (self-
employed individuals) since they are not in a trade or business.

941. Are employees for the District of Columbia covered
by Social Security?

If you work for the District of Columbia and its wholly owned
instrumentalities, including work as a substitute teacher in the
District school system, you are covered by Social Security beginning
October 1, 1965, unless:

A. Your work is covered by a retirement system established by a law of
the U.S.; or

B. You are any of the following:

1. A patient or inmate of a District of Columbia hospital or penal
institution;

2. Astudent employee of a District of Columbia hospital (including
a student nurse, dietitian, and physical or occupational
therapist but, not a medical or dental intern or resident in
training);

3. Anemployee serving on a temporary basis in case of fire, storm,
snow, earthquake, flood, or other similar emergencies; or

4. A member of a board, committee or council of the District of
Columbia paid on a per diem, meeting, or other fee basis.

942. Are services performed under Federally
sponsored economic and human development
programs covered by Social Security?

Some services performed under federally sponsored economic and
human development programs are covered by Social Security and
others are not. In some instances, these services are designated by
public law to be performed in the employ of the U.S. In other instances,
these services may be covered as State and local government
employment. They may also be considered employment by private
nonprofit organizations.

Whether or not the services are covered by Social Security depends on
the particular program and the identity of the employer for whom the
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services are performed. A discussion of some of the major programs
under which Social Security coverage may exist is contained in §§943-
947.

943. Iswork as a volunteer or leader in the peace corps
covered by Social Security?

Your work as a volunteer or volunteer leader in the Peace Corps is
covered by Social Security if:

A. You are a citizen or national of the U.S.; and

B. You enrolled in the Corps on or after September 22, 1961; or you
had been engaged on that date by contract with the Peace Corps
Agency established by Executive Order No. 10924 dated March 1,
1961.

944. Are job corps enrollees covered by Social Security?

The Job Corps program is funded by the Federal Government and is
administered by the Department of Labor. If you are enrolled in the
Job Corps, you are considered an employee of the Federal Government
for Social Security purposes. The Secretary of Labor (or your
designated agent) decides what pay constitutes wages and the periods
that you are paid wages.

945. Is work for community service programs for older
Americans covered by Social Security?

Community service programs for older Americans are generally
assisted by State and local governments to provide services to older
Americans. The Older Americans Act makes no provision regarding
Social Security coverage. Social Security coverage questions are
dependent on:

A. The identity of your employer (whether or not the State or local
entity has coverage provided under a Federal-State agreement);
and

B. The application of the common-law test (see §8802-823). This will
determine if an employment relationship exists between you and
the agency for which you work.

946. Are students enrolled in a work-study
program covered by Social Security?

Students enrolled in the Work-Study Program funded under the
Higher Education Act may be employed by private, State, or local
colleges and universities, or for public or private nonprofit
organizations. Your Social Security coverage depends on the identity of
your employer.
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If your work is performed for a State or local government agency, it
may be covered under the agreement with the State if that State does
not expressly exclude work performed by a student. (See §1002 (F).)

947. Volunteers in Service to America (VISTA) program.

947.1. Are Volunteers in Service to America (VISTA)
covered by Social Security?

Volunteers in Service to America (VISTA) recruited to perform duties
under the Domestic Volunteer Service Act may be covered as
employees for Social Security purposes. If you are enrolled in a VISTA
program for a period of service of at least one year, you are considered
an employee of the U.S. Government. Your services (including training)
are covered by Social Security.

947.2. How are decisions made concerning periods
covered by wage payments?

Decisions concerning periods covered by wage payments are made by
ACTION, an independent Federal agency.

948. Member of the U.S. uniformed service.

948.1. Are members of the U.S. uniformed service
covered by Social Security?

Your work as a member of the uniformed service of the U.S. is covered
by Social Security beginning January 1, 1957, if performed while on
active duty or active duty for training. This work is not covered by
Social Security during any period when you are on leave without pay,
or if the work is creditable under the Railroad Retirement Act. (See
Chapter 23)

948.2. Are members of the Armed Forces reserve covered
by Social Security?

Your work as a member of the Armed Forces reserve, while on inactive
duty training (such as weekend drills), is covered beginning January 1,
1988. This work is not covered by Social Security during any period
when you are on leave without pay, or if the work is creditable under
the Railroad Retirement Act. (See Chapter 23)

948.3. Before 1957, how is Armed Forces service credited
for Social Security purposes?

Before 1957, the service of a member of the Armed Forces of the U.S.
was not covered by Social Security. However, you may be given military
service “wage credits” for Social Security purposes based on this
service. (See 88954-960.)
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949. Definition of member of a uniformed service.

949.1. Who is considered a “member of a uniformed
service”?

You are considered a member of a uniformed service if you are any of
the following:

A. An appointed, enlisted, inducted, or retired member of:
1. One of the armed services without a specified component; or

2. A component of the Army, Navy, Air Force, Marine Corps, or
Coast Guard, including any of the following Reserve
components: the Army, Navy, Marine Corps, Air Force, or Coast
Guard Reserve, the Reserve Corps of the Public Health Service,
the U.S. National Guard, the Air National Guard of the U.S.,
and, under limited circumstances, the National Guard or Air
National Guard of the States or the District of Columbia;

B. A commissioned officer (including a retired commissioned officer) of
the National Oceanic and Atmospheric Administration or the
Regular or Reserve Corps of the Public Health Service;

C. A member of the Fleet Reserve or Fleet Marine Corps Reserve;

D. A midshipman at the U.S. Naval Academy, and a cadet at the U.S.
Military, Coast Guard, or Air Force Academy;

E. A member of the Reserve Officers' Training Corps and the Naval or
Air Force Reserve Officers' Training Corps, when ordered to annual
training duty for 14 days or more, and while performing authorized
travel to and from that duty; or

F. In route to or from a place of final acceptance for entry upon active
military or naval service, provided that you:

1. Were ordered or directed to proceed to such place; and

2. Have been provisionally accepted for duty, or have been selected
for active military, or naval service under the Universal
Military Training and Service Act.

949.2. Is a temporary member of the Coast Guard
Reserve considered a “member of a uniformed
service”?

No. A temporary member of the Coast Guard Reserve is not considered
a member of a uniformed service.

950. What does “active duty” mean?
“Active duty” means full-time duty (other than active duty for training)

by a member of the uniformed services (as defined in §949) in the
active military or naval service.
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951. What does “active duty for training” mean?

“Active duty for training” means:

A. Full-time duty performed by a member of a Reserve component of a
uniformed service in the active military or naval service of the U.S.
for training purposes;

B. Full-time duty as a commissioned officer of the Reserve Corps of
the Public Health Service for training purposes;

C. Annual training duty performed for a period of 14 days or more as a
member of the Reserve Officers' Training Corps, the Naval Reserve
Officers' Training Corps, or the Air Force Reserve Officers' Training
Corps; and

D. Authorized travel to and from any duty or service described in (A) -
(C) above.

952. How are the amount of wages and the period
of military service determined?

The head of your respective service department determines the

following:

A. Whether and when you have performed work creditable for Social
Security purposes;

B. The amount of your wages; and

C. The periods that your wages are paid.

953. Noncontributory wage credits after 1956.

953.1. What are “noncontributory wage credits”?

A member of a uniformed service may have wage credits in addition to
basic pay received for active duty or active duty for training. These
credits are subject to the maximum earnings limitation on income
taxable for Social Security purposes. These “noncontributory wage
credits” are granted in recognition of the fact that covered basic pay is
increased by various allowances that are part of the actual
reimbursement for services.

953.2. How are noncontributory wage credits granted?
You are granted noncontributory wage credits as follows:

A. For years 1957 through 1977, you are granted $300 for each
calendar quarter that you receive any basic pay.

B. For 1978 and later, you are granted credits in increments of $100
up to a maximum of $1,200 per calendar year. The $100 increments
are granted for each full $300 of basic pay. No credit is granted if
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your annual wages are less than $300 and no further credit may be
granted when the annual wages exceed $3,600.

953.3. When are noncontributory wage credits NOT
granted?

After September 7, 1980, wage credits may not be granted to service

members discharged or released from active duty before completing the

minimum active duty requirements. Therefore, wage credits will not be

granted:

A. After September 7, 1980, if you were initially enlisted in a
regular component of the Armed Forces and:

1. You did not complete at least 24 months of your enlistment; or

2. The full period of active duty you were called upon to serve was
less than 24 months, unless you were discharged due to:

a. Hardship as specified in section 1173 of Title 10 of the U.S.
Code;

b. The application of section 1171 of Title 10 of the U.S. Code
(commonly referred to as “for the convenience of the
government”);

c. Disability under certain circumstances; or

d. Death during the period of enlistment;

B. Your entry on active duty occurred after October 13, 1982, in a
regular component of the Armed Forces and:
1. You did not previously complete a continuous period of active
duty of at least 24 months; or

2. You were discharged or released from active duty before
completing the lesser of 24 months or the full period of the tour
of active duty being served unless the individual was discharged
or released from active duty due to:

a. hardship as specified in section 1173 of Title 10 of the U.S.
Code;

b. the application of section 1171 of Title 10 of the U.S. Code
(commonly referred to as “for the convenience of the
government”);

c. disability under certain circumstances; or
death during the period of enlistment.

Special Coverage Provisions 231



954. Noncontributory wage credits based on military
service before 1957.

954.1. How are wage credits granted to veterans for
service before 1957?

Veterans with active military or naval service with the Armed Forces of
the U.S. during the World War 11 period (September 16, 1940-July 24,
1947) or the post-World War 11 period (July 25, 1947-December 31,
1956) are granted noncontributory wage credits of $160 for each month
that the veteran:

A. Was discharged or released from active service under conditions
other than dishonorable, either:
1. After active service of 90 days or more; or
2. After less than 90 days' service by reason of a disability or
injury incurred or aggravated in service in the line of duty; or
B. Is still in active service; or
C. Died while in the active military or naval service (unless death was

inflicted as lawful punishment for a military or naval offense by
other than an enemy of the U.S.).

954.2. Will the noncontributory wage credits be part of
the veteran's Social Security record?

The $160 a month noncontributory wage credits for military service are
not actually posted on the veteran's Social Security record. When
benefits are claimed on the veteran's Social Security record, the wage
credits are then considered.

954.3. How are “conditional discharges” treated for
Social Security purposes?

If an enlisted person received a “conditional discharge” to accept a
commission with no break in service, the service is considered as
performed in one period.

955. Definition of military or naval service of the U.S.
955.1. What does “military or naval service of the U.S.”
mean?
“Military or naval service of the U.S.” includes the following:

A. Service as a member of a Regular or Reserve component of the U.S.
Army, Air Force, Navy, Coast Guard, or Marine Corps;

B. Service as a commissioned officer of the Public Health Service or
the National Oceanic and Atmospheric Administration; or

C. Service by a midshipman at the U.S. Naval Academy or a cadet at
the U.S. Military, Air Force, or Coast Guard Academies.
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955.2. Service for which auxiliary military
organizations are not eligible for noncontributory
military wage credits?

Noncontributory military wage credits are not granted for service with
certain auxiliary organizations such as: the Coast Guard Auxiliary; the
temporary Coast Guard Reserve (unless service was full-time duty
with pay and allowances); Civilian Auxiliary to the Military Police; and
the Civil Air Patrol.

956. Effect of discharge under dishonorable conditions.

956.1. What effect does dishonorable discharge have on
noncontributory military service wage credits?

A dishonorable discharge prohibits the granting of noncontributory
military service wage credits for any period of active service to which
the discharge applies.

956.2. What types of separations are considered to be
under dishonorable conditions?

The following types of separations are issued under dishonorable
conditions:

A. A dishonorable discharge;

B. A bad conduct discharge issued as a result of a sentence by a
general court martial;

C. A discharge for desertion;

D. In the case of an officer, a resignation accepted “for the good of the
service”;

E. A discharge on the grounds that the person was a conscientious
objector who refused to do military duty, to wear the uniform, or
otherwise to comply with lawful orders of competent military
authority; or

F. A discharge by reason of conviction by a civil court for treason,
sabotage, espionage, murder, rape, arson, burglary, robbery,
kidnapping, assault with intent to Kill, assault with a dangerous
weapon, or an attempt to commit any of these crimes.

956.3. How are wage credits considered if a veteran has
more than one discharge involving separate
periods of active service?

A veteran may have more than one discharge involving separate
periods of active service. The period of active service that a discharge
under dishonorable conditions applies cannot be used for determining
military service wage credits. However, wage credits may be granted
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for any other period of active service that a veteran was released under

conditions other than dishonorable.

957. Are noncontributory wage credits granted for
military service with a foreign country?

Noncontributory wage credits may be granted for military service with
a foreign country that was at war with the U.S. on September 16, 1940,
during World War Il if the service member:

A. Entered the active military or naval service of the foreign country
before December 9, 1941;

B. Was a citizen of the U.S. throughout the period of service (or if the
citizenship was lost, it was only because of the entrance into the
naval or military service);

C. Had resided in the U.S. for at least four years out of the five-year
period ending with the day the service member entered into this
military or naval service;

D. Was living in the U.S. on the day of entrance into this military or
naval service; and

E. The member meets one of the following conditions:
1. Died while in service; or

2. Was discharged or released from this military or naval service
under conditions other than dishonorable:

a. After at least 90 days' service; or
b. Because of a disability or injury incurred or aggravated in
service in the line of duty.
958. Are officers of the National Oceanic and
Atmospheric Administration or the Public Health
Service considered members of the armed forces?

Commissioned Officers of the National Oceanic and Atmospheric

Administration (prior to 1965, the Coast and Geodetic Survey) or the
Public Health Service are considered to be in the active service of the
Armed Forces for the purpose of military service wage credits and the
special insured status provisions only under the following conditions:

A. Commissioned officers of the National Oceanic and Atmospheric
Administration may be granted wage credits for time spent:

1. On active duty with an armed service department; or

2. On active duty on military projects determined by the Secretary
of Defense to be areas of immediate military hazard;

3. Inservice in the Philippines if the individual was serving there
on December 7, 1941; or
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B.

4. On active commissioned service with the National Oceanic and
Atmospheric Administration after July 28, 1945, and before
1957.

Commissioned officers of the Public Health Service may be granted
wage credits for time spent:

1. On active commissioned service from July 29, 1945-July 3,
1952;

2. On active commissioned service, while on detail to a component
of the uniformed forces, during the periods September 16, 1940 -
July 28, 1945, and July 4, 1952 - December 31, 1956, inclusive;
or

3. On active commissioned service from July 4, 1952 - December
31, 1956, even if not performed while on detail to a component
of the uniformed services.

959. Under what circumstances are veterans NOT

eligible for noncontributory wage credits?

You are not eligible for noncontributory wage credits as a veteran for
military service if you meet any of the following conditions:

A.

B.

C.

Your Social Security benefit payable is larger without considering
the wage credits;

You have been convicted of certain offenses against the Federal
Government such as treason, sedition, etc.;

You refuse upon the ground of self-incrimination to appear, testify,
produce books, etc. about your Government employment before a
Federal grand jury, U.S. court, or U.S. congressional committee
concerning matters of national security or your relationship with a
foreign government;

You are receiving a monthly benefit payable by another Federal
agency (other than the Department of Veterans Affairs), based on
the same period of service. However, if you were on active duty or
active duty for training after 1956, you may be granted Social
Security wage credits for active service during the six-year period,
1951-1956. Even if a service organization uses any or all of this
period in determining your rights to, or the amount of, a retirement
benefit payable by that organization, you may be granted wage
credits; or

The wage credits plus your covered earnings exceed the maximum
earnings that may be credited for Social Security purposes for that
year (see §714). In these cases, only wage credits that do not exceed
the maximum earnings allowed will be credited.
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960. When is a deceased World War Il veteran fully
insured for Social Security Purposes?

A deceased World War 11 Veteran is fully insured with an average
monthly wage of $160 if:

A. The veteran died before July 27, 1954;

B. The veteran died within three years after separation from active
military or naval service; and

C. The veteran's service was in the World War 1l period (September
16, 1940 - July 24, 1947).

Note: If a Veterans Affairs pension or a compensation benefit was ever
paid, even if terminated, based on the veteran's death, deemed insured
status benefits are prohibited.

961. Employment outside the U.S.

961.1. Is employment outside of the U.S. covered by
Social Security?

Your work outside the U.S. is covered by Social Security if it is

performed:

A. As aU.S. citizen, a U.S. resident for an American employer (see
8962), or for an American employer's foreign affiliate for which
coverage has been arranged as described in §8963-965; or
Note: Prior to the 1983 Amendments, enacted on April 20, 1983,
coverage was available only to U.S. citizens (not U.S. residents).
Also, the American employer and the American employer's foreign
affiliate both had to be corporations.

B. On or in connection with an American vessel or aircraft, if the
contract of employment was entered into within the U.S; or

C. On or in connection with an American vessel or aircraft, if the
vessel or aircraft touches at a port or airport in the U.S. while you
are working on it.

961.2. What does “within the U.S.” mean?

“Within the U.S.” means on, in or over any of the 50 States, the District

of Columbia, the Virgin Islands, Puerto Rico, Guam, American Samoa,

the Northern Mariana Islands or the territorial waters of any of these
places.

961.3. What does “American vessel” mean?
The term “American vessel” means:

A. Any vessel documented or numbered under the laws of the U.S.; or
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B. Any vessel which is neither documented nor numbered under the
laws of the U.S., nor documented under the laws of any foreign
country if its crew is employed solely by:

1. One or more citizens or residents of the U.S.; or
2. Corporations organized under laws of the U.S. or any State.
961.4. What does American aircraft mean?

American aircraft means an aircraft registered under the laws of the
United States.

962. Who can be considered an American employer?

An American employer includes:

A. The U.S. or any of its instrumentalities;

B. A State (including the District of Columbia, Puerto Rico, the Virgin
Islands, Guam, the Northern Mariana Islands, and American
Samoa) or any political subdivision of such State; or an instrumen-
tality of the State or political subdivision;

C. A person who is a resident of the U.S.;

D. A partnership in which at least two-thirds of the partners are
residents of the U.S,;

E. A trust, if all of the trustees are U.S. residents; or

F. A corporation organized under the laws of the U.S. or any State,
including the District of Columbia, Puerto Rico, the Virgin Islands,
Guam, the Northern Mariana Islands, and American Samoa.

963. Iswork by a U.S. citizen for foreign affiliates

outside the U.S. covered by Social Security?

Your work as a U.S. citizen or a U.S. resident outside the U.S. for a

foreign affiliate (See 8964) of an American employer is covered by

Social Security if:

A. Your American employer arranges for coverage by entering into an
agreement with the Internal Revenue Service; and

B. The agreement applies to all U.S. citizens and all U.S. residents
employed outside the U.S. by the foreign affiliate. The agreement
also applies to all citizens and residents subsequently employed by
the affiliate if their work would be covered if performed in the U.S.

964. What is a “foreign affiliate”?

A “foreign affiliate” of an American employer is a foreign entity that:

A. The American employer has not less than a 10 percent direct
interest or indirect interest in; and

B. Is defined in section 3121(1)(8) of the Internal Revenue Code.
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965. Agreement to cover foreign affiliates.

965.1. When is the agreement to cover foreign affiliates
effective?

The agreement to cover foreign affiliates is effective on the first day of
the calendar quarter in which the agreement is entered into; or the
first day of the following calendar quarter. The American employer
chooses the effective date of coverage.

965.2. Can the agreement be amended?

The agreement may be amended to include any other foreign affiliate
of the American employer. However, coverage of the new group is
effective only as of the first day of the calendar quarter in which the
agreement is amended.

965.3. Can the agreement be terminated?

Effective June 15, 1989, an agreement to cover foreign affiliates may
no longer be terminated by the employer. Prior to June 15, 1989, the
coverage agreement could be terminated by the American employer
only after giving two years' notice of intention to terminate. Further,
notice of termination can be given only after the agreement has been in
existence for eight years. Thus, at least 10 years of Social Security
coverage is assured. (However, the Secretary of the Treasury may
terminate the agreement sooner.)

965.4. Can terminated agreements be reversed?

Once an agreement has been terminated in whole, the American
employer may not again obtain coverage for any of its foreign affiliates.
An agreement terminated with respect to one affiliate may not be
reinstated with respect to that particular affiliate.

966. Is work for private employers of Guam and
American Samoa covered by Social Security?

Work for private employers of Guam and American Samoa is covered
by Social Security on the same basis as work of employees in the U.S.
However, work in Guam by a resident of the Philippines under contract
to work on a temporary basis as a nonimmigrant alien is not covered.

Work as an officer or employee of the government of American Samoa
or any political subdivision or instrumentality thereof (except by a
person covered under a retirement system established by law of the
U.S.) has been covered since January 1, 1961. Beginning January 1,
1973, work as a temporary or intermittent employee of the government
(or wholly-owned instrumentality) of Guam is covered by Social
Security unless it is:
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A. Covered by a retirement system established by a law of Guam or
the U.S;;

B. Performed by an elected official;
C. Performed by a member of the legislature; or

D. Performed in a hospital or penal institution by a patient or inmate
thereof.

967. Is work covered by the Railroad Retirement
Act covered by Social Security?

Work covered by the Railroad Retirement Act is not covered by Social
Security. However, earnings from railroad employment are counted for
Social Security purposes at the death or retirement of a worker if he or
she does not qualify under the railroad retirement program. For
example, when a railroad worker retires with less than 120 months of
railroad service, no railroad retirement annuity is payable. However,
his or her railroad earnings after 1936 would then be considered in
determining his or her rights to Social Security disability or retirement
benefits.

Additional information on the Railroad Retirement Act is in Chapter
23.

968. The included-excluded rule.

968.1. What happens if part of an employee's work is
covered by Social Security and part is not covered
by Social Security?

When part of your work during a pay period is covered by and part

excluded from Social Security and all of the work is being performed for

one employer, the following rules apply:

A. All of your work in that pay period is covered if 50 percent or more
of your during the pay period is spent in covered work; and

B. All of your work in that pay period is excluded if more than 50
percent of your time during the pay period is spent in excluded
work.

968.2. What does “pay period” mean?

The term pay period means the period of not more than 31 consecutive
calendar days for which the employer ordinarily pays the employee.
Where there are seasonal fluctuations, there may be one customary
seasonal pay period and another customary non-seasonal pay period.

969. When does the included-excluded rule NOT apply?

The included-excluded rule does not apply if:
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A. Part of your work is covered by Social Security and part by the
Railroad Retirement Act;

B. Part of your work is performed within the U.S. for a foreign
employer, and part is performed outside the U.S.; or

C. There is no pay period, or the pay period covers more than 31
consecutive days, or there are separate pay periods for the covered
and excluded work.

In all of the above instances, the wages paid for the work covered by
Social Security are counted for Social Security purposes.

970. What are “International Social Security
Agreements”?

International Social Security agreements provide exceptions to the
coverage rules. The international agreement may provide that work
that would otherwise be covered under both the U.S. Social Security
program and the social security program of another country will be
excluded from coverage. The rules of the agreements supersede the
coverage rules if there is a conflict.
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1000. Social Security coverage for State and local
government employees.

1000.1. How are State and local government employees
covered by Social Security and Medicare?

State and local government employees are covered for Social Security
and Medicare in one of two ways. Their coverage is either: (1)
mandated by law; or (2) under a Section 218 agreement between the
State and SSA.

1000.2. What is a Section 218 Agreement?

A Section 218 agreement is a voluntary agreement between a State
and SSA to provide Social Security and/or Medicare only coverage for
State and local government employees. Section 218 agreements are
authorized under section 218 of the Social Security Act. Under the 218
agreement, the State decides (within the limits of Federal and State
law) whether to cover retirement system groups, non-retirement
system groups, or both.

1000.3. What types of protections are covered under a
Section 218 agreement?

A Section 218 agreement provides Old-Age, Survivors, Disability and
Hospital Insurance (OASDHI) protection. Employees covered under a
Section 218 agreement have the same Social Security Medicare
Hospital Insurance (HI) coverage and benefit rights as employees in
the private sector who are mandatorily covered for Social Security and
Medicare.

1000.4. Who is covered for Medicare Hospital Insurance?

If you are a State or local government employee hired or rehired after
March 31, 1986, you are mandatorily covered for Medicare Hospital
Insurance (HI), unless the law excludes your coverage (see §1002).

If you were hired before April 1, 1986 you are exempt from Medicare

H1 if you meet the following conditions:

A. You have been working continuously for the same State or local
government employer since March 31, 1986; and

B. You are a member of a public retirement system.

Public employers may obtain Medicare HI coverage for employees

hired before April 1, 1986 through a Section 218 agreement, by
contacting the State Social Security Administrator.
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1000.5. Is Social Security and Medicare Hospital
Insurance coverage mandatory?

Beginning July 2, 1991, Social Security and Medicare HI coverage is
mandatory for State and local government employees who meet the
following conditions:

A. They are not members of a public retirement system; or

B. They are not covered under a Section 218 agreement, unless
excluded by law (see §1002).

1000.6. Can a State terminate a Social Security coverage
agreement?

No. A State may not terminate a Social Security coverage agreement,
either in its entirety or with respect to any coverage group, on or after
April 20, 1983 (see §1020).

1001. Role of the State Social Security Administrator.

1001.1. What is a State Social Security Administrator?

Each State has a designated official who is responsible for
administering and maintaining the State's Section 218 agreement.
This official is the State Social Security Administrator.

1001.2. What does the State Social Security
Administrator do?

The main roles of the State Social Security Administrator are listed
below:

A. Conducts referenda for Social Security and/or Medicare coverage;

B. Prepares and executes modifications to the State's 218 agreement
to include additional coverage groups; and

C. Provides information and advice to State and local employers and
employees about Social Security and Medicare coverage, taxation,
and reporting issues related to the State's 218 agreement.

1002. What type of work is excluded from mandatory

Social Security and Medicare coverage?

You are excluded from mandatory Social Security and Medicare

coverage if you do any of the following kinds of work:

A. Services relating to your hiring for unemployment relief;

B. Services you perform as a patient or inmate in a hospital, home, or
other institution;

C. Services you perform on a temporary basis in emergencies such as a
fire, storm, snow, earthquake, flood or other similar emergencies;
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D. Services you performed as an election official/worker if you were
paid:
1. Less than $50 in a calendar quarter for years 1968 through
1977;
2. Less than $100 in a calendar year from 1978 through 1994;
3. Less than $1,000 in a calendar year from 1995 through 1999; or

4. Less than $1,100 beginning January 1, 2000. The $1,100 limit
will be automatically indexed each year thereafter for inflation.

Note: In some States, election worker services are covered under a
Section 218 agreement. Therefore, a lower dollar amount may
apply, unless the State executes a modification to the State's 218
agreement to increase the threshold amount.

E. Services you perform in a position compensated solely on a fee
basis;

F. Services you perform as a student if you are working at the school
where you are enrolled and regularly attending classes; or
Note: In some States, student services are covered under a Section
218 agreement.

G. Services you perform as a nonresident alien, if you meet the
following conditions:

1. You are temporarily residing in the U.S;
2. You are holding an F1, J1, M1 or Q1 visa; and

3. The work you are doing carries out the purpose for which you
were admitted to the U.S.

1003. Terms defined for Section 218 Agreement purposes.

1003.1. What is a “State”?

A “State,” for purposes of a Section 218 agreement, includes the 50
States, Puerto Rico, the Virgin Islands and interstate instrumen-
talities. It does not include the District of Columbia, Guam or
American Samoa. All states have a Section 218 agreement with the
Social Security Administration.

1003.2. What is a “political subdivision”?

A political subdivision includes an instrumentality of a State, one or
more of its political subdivisions, or a State and one or more of its
political subdivisions. Political subdivisions include counties, cities,
townships, villages, school districts, utility districts and other similar
governmental entities.

Organizations such as libraries and hospitals may be integral parts of
cities, counties, or other political subdivisions. If so, their coverage as a
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separate political subdivision depends on the coverage of the political
subdivisions of which they are a part. They may be political
subdivisions in themselves; or, they may be private non-profit
organizations. The employees of private non-profit organizations
cannot be covered under a Section 218 agreement.

1003.3. What is an “interstate instrumentality”?

An “interstate instrumentality” is an independent legal entity,
organized by two or more states, to carry out some function of
government (e.g., regional transportation systems). For purposes of a
Section 218 agreement, an interstate instrumentality has the status of
a State under the Social Security Act.

1003.4. What is an “employee”?

An employee, for purposes of a Section 218 agreement, must meet the

definition of employee as defined in Section 210 of the Social Security

Act (see Chapter 8). It includes an elected or appointed officer of a

State or political subdivision.

1004. Social Security and Medicare coverage under a
Section 218 Agreement.

1004.1. What is a “coverage group”?

State and local government employees are brought under a Section 218
agreement in groups known as “coverage groups.” The State decides,
within the limits of Federal and State law, which groups of employees
to cover under its agreement. The State also decides when Social
Security coverage for the group begins.
1004.2. What types of coverage groups are there?

There are two types of coverage groups:
A. Absolute coverage groups are composed of employees in

positions not covered by a State or local retirement system; and

B. Retirement system coverage groups are composed of employees
in positions covered by a State or local retirement system.

1005. Absolute coverage groups.

1005.1. What does an absolute coverage group consist of?
This group includes employees in positions not covered by a retirement
system. Each of the following constitutes an absolute coverage group:
A. State employees performing services in connection with one or
more of the State's proprietary or non-proprietary functions;

B. Employees of a State's political subdivision, performing services in
connection with one or more of that subdivision's non-proprietary
or proprietary functions;
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C. Civilian employees of a State's National Guard unit; or

D. Agricultural product inspectors employed by agreement between
the State and the Department of Agriculture under the
Agricultural Marketing Act (7 U.S.C. 1624) or the Perishable
Agricultural Commodities Act (7 U.S.C. 499n).

Coverage is provided for all current and future employees in the group
unless one of the exclusions in §1006 applies.

1005.2. What is an “ineligible”?

An “ineligible” is an employee who is in a position under a retirement
system but is not eligible for membership in the retirement system.
Ineligibility for membership may be because of age, length of service,
date of hiring, etc.

1005.3. Can a State cover ineligibles under the absolute
coverage group?
Yes. A State can cover ineligibles as a part of or in addition to the
absolute coverage group. However, the State must decide whether
coverage of the ineligibles will continue or terminate if the ineligible
later becomes eligible for membership in a retirement system (see
§1010).

1006. What types of work are not covered by Section
218 Agreements?

Certain types of work are not covered by Section 218 agreements
because Federal law excludes them. You are not covered under Section
218 agreements if:

A. Your work relates to your hiring for unemployment relief;

B. You work as a patient or inmate in a hospital, home, or other
institution;

C. You work as a transportation system employee, and Social Security
is compulsory (see §1007);

D. Your work would be excluded from Social Security if you were
working for a private employer (except certain agricultural labor
and work by students). Nonresident aliens who have an F1, J1, M1
or Q1 visa are examples; or

E. You work on a temporary basis in emergencies such as a fire, storm,
snow, earthquake, flood or other similar emergency.
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1007. Work for public transportation systems.
1007.1. Are public transportation system employees
covered under Section 218 agreements?

Work you do for a public transportation system that is operated by a
State or political subdivision of a State may be covered under a Section
218 agreement. It is covered under the State's agreement if the work is
not compulsorily covered by Social Security.

1007.2. When is it required to cover public transportation
system work under Social Security?

Generally, public transportation work is compulsorily covered under
Social Security where the following conditions exist:

A. The transportation system was acquired from private ownership
after 1950; and

B. No general retirement system became applicable to the employees
at the time it was acquired.

1008. Does the State have the option of including
or excluding certain types of services under
a Section 218 Agreement?

Yes. Section 218 agreements, at the option of the State, may include or
exclude the following services:

Services in elective positions;

Services in part-time positions;

Services in positions compensated solely by fees (See § 1009);
Agricultural labor (See §§901-914.);

Student services; and

Services performed by election officials and election workers paid:

1. Less than $50 in a calendar quarter for years 1968 through
1977,

2. Less than $100 in a calendar year from 1978 through 1994;
3. Less than $1,000 in a calendar year from 1995 through 1999; or

4. Less than $1,100 beginning January 1, 2000. The $1,100 limit
will be automatically indexed each year thereafter for inflation.
Generally, if one of the types of work listed above was covered under
the State's agreement, it cannot later be removed from coverage, except
for the services in (F) above.

mmoow>»
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1009. Positions compensated solely by fees.

1009.1. How are services performed entirely on a fee basis
treated?

If the work you do is performed entirely on a fee basis and these
services are not covered under a State agreement, you are considered
self-employed (See §1125). This does not apply to positions
compensated by both salary and fees.

1009.2. What is the difference between a “fee” and a
“salary”?

When a public official receives payment for services directly from the
public, that payment is considered a fee. A fee is distinguished from a
salary when the compensation for a particular service is paid directly
to the State or political subdivision public official by the party for
whom the service is performed.

1009.3. What if both salary and fees are used as

compensation?

If you receive compensation in the form of both a salary and fees, your
position is considered fee-based if the fees are the primary source of
compensation. However, State law may determine that any position,
for which any salary is paid, is not a fee-based position. In this case,
your position may not be considered fee-based.

1010. Retirement system coverage groups.
1010.1. Can employees covered by a State or local

retirement system also be covered under a Section
218 agreement?

Yes. Employees covered by a State or local retirement system can be
covered under a Section 218 agreement if a majority of all eligible
employees under the system vote in favor of such coverage in a
referendum. The referendum is held under the State's authorization.
(See §1001).

1010.2. What employees are eligible to vote in a
referendum?

To be eligible to vote in a referendum, you must be:

A. A member of the retirement system at the time the referendum is
held; and

B. In a position under the retirement system when:
1. The notice of referendum is given; and
2. The referendum is held.
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1010.3. What does a retirement system coverage group
consist of?

The state has the option to include any of the following in a retirement
system coverage group:

A. All employees in positions under the retirement system;
B. Only employees of the State in positions under the system;

C. Employees of one or more political subdivisions in positions under
the system;

Any combination of the groups referred to in (B) and (C);

E. Employees of a hospital that is an integral part of a political
subdivision;

F. Employees of two or more hospitals. Each hospital must be an
integral part of the same political subdivision; or

G. Employees in each institution of “higher learning,” (e.g., colleges,
junior colleges, and teacher's colleges).

Generally, a retirement system coverage group includes: (1) all current

members of the retirement system; (2) employees who are ineligible for

membership; and (3) employees who can choose to become members of

the retirement system.

Some States may divide a retirement system and cover only members
who want coverage and new members as in §1015.

1011. Retirement system defined.

O

1011.1. What is a “retirement system”?

A retirement system is any pension, annuity, retirement or similar
fund or system maintained by a State or local government or
instrumentality. The purpose of the system is to provide retirement
benefits to participating employees. The Internal Revenue Service has
the responsibility for determining whether a retirement system is
qualified for purposes of mandatory Social Security and Medicare
coverage. (See §1000.5.)

1011.2. Who determines if a worker is a member of a
retirement system?

The State determines if you are a member of a retirement system
under State law. Generally, you are considered a member of a
retirement system if you can qualify for benefits under that system
based on your present job.
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1012. Social Security coverage for police officers
and firefighters under a retirement system.

1012.1. Can police officers and firefighters, covered by a
retirement system, be covered under a Section 218
agreement?

Yes. Police officers and firefighters covered by a retirement system can
be covered under a Section 218 agreement. In order to be covered
under a Section 218 agreement, a majority vote referendum or, if
allowed, a divided vote referendum is required. Prior to August
15,1994, only the following 23 States (including interstate instrumen-
talities) were authorized to provide coverage for police officer and
firefighter positions under a retirement system:

Alabama Kansas North Carolina Tennessee
California Maine North Dakota Texas
Florida Maryland Oregon Vermont
Georgia Mississippi Puerto Rico Virginia
Hawaii Montana South Carolina Washington
Idaho New York South Dakota

Note: There are special provisions in the Federal law that relate to
individual States. Some of these provisions pertain to coverage for
certain police or firefighters.

1012.2. Who is included in the retirement system coverage
group for a majority vote referendum?

If a majority vote referendum is held, the retirement system coverage
group consists of all current and future employees in positions under

the retirement system in which the referendum was held. Ineligibles

are included.

1012.3. Who is included in the retirement system coverage
group for a divided vote referendum?

If a divided vote referendum is held, the retirement system coverage
group consists of members who choose coverage as well as future
members (see §1015).

1012.4. What if the police officers and firefighters are
under the same retirement system?

If the police officers and firefighters are under the same retirement
system, their positions may either be:
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A. Considered separate retirement systems for referendum and
coverage purposes;

B. Combined with each other, and other positions; or both.

In addition, a separate referendum can be held: (1) among the police
officers; (2) among the firefighters; or (3) among the police officers and
firefighters as one group.

1013. Police officers and firefighters not covered by a
retirement system.

1013.1. What if police officer and firefighter positions are
not covered by a retirement system?

These positions are generally covered as part of the political entity's
absolute coverage group when the political entity is covered under the
State's 218 agreement. The absolute coverage group includes other city
or town employees whose positions are not covered by a public
retirement system.

If police or firefighter positions are covered as part of an absolute
coverage group and later become covered under a retirement system,
Section 218 coverage continues.

1013.2. Can ineligibles in police officer or firefighter
positions be covered with an absolute coverage or
retirement system coverage group?

Ineligibles in police officer or firefighter positions cannot be covered as
part of, or in addition to, an absolute or a divided retirement system
coverage group.

1014. Rehired annuitants.

1014.1. What is a “rehired annuitant”?

A “rehired annuitant” is a retiree who is rehired by his or her former
employer or another employer that participates in the same retirement
system as the former employer. A rehired annuitant is either drawing a
retirement benefit from that retirement system, or has reached normal
retirement age under the retirement system.

1014.2. Are rehired annuitants covered under Social
Security?

Under Federal regulations, rehired annuitants are excluded from
mandatory Social Security coverage. However, if you are rehired to
perform services in a State or local government position that is covered
for Social Security under a Section 218 agreement, the services in that
position are covered for Social Security. All retirees hired after March
31, 1986, are covered for Medicare HI by law.
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1015. Divided retirement systems.

1015.1. Can states divide retirement systems?

Certain states are authorized to divide a retirement system. This
division is based on whether the employees in positions under that
retirement system want Social Security coverage. These states are:

Alaska New Mexico
California New York
Connecticut North Dakota
Florida Pennsylvania
Georgia Rhode Island
Hawaii Tennessee
Ilinois Texas
Massachusetts Vermont
Minnesota Washington
Nevada Wisconsin
New Jersey

1015.2. How is the retirement system established?

The retirement system may be established by the State or a political
subdivision thereof. A referendum must be held in which all members
of the system are given the chance to elect coverage. Employees who
are not members of the system, but have an option to join, are
considered members of the system for referendum purposes. If a
retirement system obtained coverage before 1960, the employees who
had an option to join the system were, in most cases, placed in the
group of employees who had not elected Social Security coverage. After
the group voting for coverage has been covered, all new members to the
retirement system are automatically covered.

1015.3. Can members have a second chance to obtain
Social Security coverage?

State law may permit your State to provide members with a second
chance to obtain Social Security coverage. You must file a written
request for coverage with the State. This coverage must be made a part
of a State's agreement within two years after the date the retirement
system coverage group was covered.

The State may, at any time, hold a majority vote referendum among all
members who did not choose coverage. The outcome of the referendum
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may provide coverage for all positions under the system not already
covered under the system.

1015.4. Can ineligibles obtain Social Security coverage?

If you are an employee in a position under the retirement system and
you are ineligible for membership in the system, you may be covered at
the option of the State. As an ineligible, you have no individual election
as to your coverage.

1016. What are the procedures for conducting a
referendum?

The referendum is a State matter. However, Federal law does require
that the Governor of the State certify that the following conditions
have been met:

A. All eligible employees were given at least 90 days' notice of the
referendum;

B. An opportunity to vote was given and limited to eligible employees;

C. The referendum was held by secret written ballot for a majority
vote referendum; or by written ballot for a divided vote referendum;
and

D. A majority of all of the retirement system's eligible employees voted
for coverage. (In a divided vote referendum, only those employees
who voted “yes” for coverage and all future employees will be
covered.)

The referendum procedures are conducted under the direction of the
State Social Security Administrator (see §1001.)

1017. Effective date of Section 218 Agreement.

1017.1. When does coverage under a Section 218
agreement begin?

The State decides when coverage will begin. Coverage under a Section
218 agreement may begin as early as five years before the year the
State modifies its agreement to include the coverage group. Some State
laws do not permit the agreement to be retroactive for as much as five
years.

1017.2. How many effective dates can apply for each
coverage group?

Generally, there can be only one effective date for each coverage group.
If a retirement system includes: (1) employees of the State; and/or (2)
employees of one or more political subdivisions of the State covered as
one group, then the State may provide different effective dates for the
employees of each participating entity.
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1017.3. How is the effective date determined under a
divided retirement system?

Under a divided retirement system (see §1015), members who did not

originally vote for coverage, but later choose coverage, must be

included as of the effective date originally provided for the coverage

group.

1018. Can former employees be considered for
retroactive coverage?

Ordinarily, only individuals in an employment relationship on a
specific date, set out in the agreement, can obtain retroactive coverage
for services. However, under certain conditions, a State may consider
former employees, whose earnings were incorrectly reported to the
Internal Revenue Service, to be in the coverage group for the period of
retroactive coverage.

1019. Wages paid before January 1, 1987.

1019.1. Who is responsible for the payment of
contributions for wages paid before January 1,
19877

The State is liable for the payment of contributions on all wages paid
before January 1, 1987, for services covered under the State
agreement. The amount due is equal to the sum of the employer and
employee taxes imposed under the Federal Insurance Contributions
Act (FICA) on private employers. Wages for covered services are
subject to the wage limitations in §1301.

1019.2. How are contributions paid if an employee
worked for more than one political entity?

If an employee worked for more than one political entity, contributions
are due on all wages paid by each entity up to the maximum (see
§1407).

1019.3. Is there a statue of limitations for State liability
of contributions for wages?

A statute of limitations determines a time limit beyond which: (1) a
State is not liable for amounts due on wages paid to employees whose
services are covered under its agreement; and (2) SSA is not liable for
refunding or crediting overpayments made by a State under its
agreement.

In some situations, the earnings record of an individual may be
corrected after the time limit for revising such records has expired.
(See 881424-1425.)
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1019.4. What types of reviews may be requested of the
Commissioner of Social Security?

Any State may request the Commissioner of Social Security to review:

A. An assessment of an amount due from the State under its
agreement;

B. A disallowance of the State's claim for credit or refund of an
overpayment of its contributions; or

C. An allowance to the State of a credit or refund of an overpayment of
its contributions.

1019.5. When are requests for review by the Commissioner
of Social Security filed?

The State must file its request for review within 90 days after the date
of the notice to the State of the assessment, disallowance or allowance.
The time for filing the request for review may be extended for good
cause. The request for extension of time must be made before
expiration of the 90-day period.

1019.6. What information is included with the request for
review?

The request must show the specific issue on which review is being
asked. Any additional evidence or information that the State wishes to
submit is also included. SSA may allow a State an additional 90 days
from the filing of the request for review to furnish evidence or
information. If the State needs more time, an extension may be
granted for good cause.

1019.7. What happens after the review?

SSA reviews whether or not the State has paid the amount assessed or
has taken the credit allowed. If the State is not satisfied with the
decision, it may file civil suit in the appropriate Federal district court
for a redetermination. The appeal must be filed within two years of
notification of SSA's decision. SSA may extend the time for filing a civil
action for good cause. The State must request an extension of time
before expiration of the two-year period.

Note: For wages paid after December 31, 1986, States are no longer
liable for their political subdivisions' Social Security deposits. States
and political subdivisions are required to follow FICA procedures, and
the IRS is responsible for the administration and collection of the FICA
taxes.
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1020. Termination of Section 218 Agreements.

1020.1. Can a Section 218 agreement be terminated?

No. A State may not terminate a Social Security coverage agreement
either in its entirety or with respect to any coverage group, on or after
April 20, 1983. The prohibition against terminating Section 218
agreements applies to any agreement in effect on April 20, 1983,
regardless of whether a notice of termination was in effect on that date.

Prior to 1983, States could terminate a Section 218 agreement, in part
or entirely, under certain specified conditions.

The prohibition against terminating Section 218 agreements also
applies to involuntary terminations for failure to comply with the
agreement. This includes partial terminations in cases where an entity
has been legally dissolved.

Note: States and interstate instrumentalities may modify their
agreements to cover groups previously terminated.

1020.2. What should be done if an entity no longer exists?

There are instances where an entity is legally dissolved or is no longer
in existence. When an entity is dissolved, the State must notify SSA
and submit evidence of the dissolution. SSA notifies the State in
writing whether the evidence is acceptable documentation that the
entity no longer exists.
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1100. Social Security coverage for the self-employed.

1100.1. When did Social Security coverage begin for self-
employed people?
Most self-employed people became covered by Social Security in 1951.
1100.2. What are the exceptions?

A. Farmers, ministers, and some other individuals (including certain
professionals) were not covered until 1955;

B. Additional groups of professionals were covered for taxable years
ending after 1955; and

C. Self-employed doctors of medicine were covered for taxable years
ending on or after December 31, 1965.

Note: See 81122 for a detailed list of activities excluded from self-
employment coverage.

1100.3. How is self-employment income calculated?

“Self-employment income” that is creditable for Social Security is based
on “net earnings from self-employment” derived from a “trade or
business” covered by the law.

Payment from self-employment that is not covered under Social
Security is included when figuring income for earnings test purposes.
(See Chapter 18)

1101. Trade or business defined.

1101.1. How is “trade or business” defined?

For Social Security purposes, the term “trade or business” has the
same meaning as when used in section 162 of the Internal Revenue
Code relating to income taxes. However, certain occupations and the
self-employed activities of members of certain religious groups who
have been granted exemptions from the self-employment tax are not
included in the term “trade or business” for Social Security purposes.
They are included only if certain conditions are met.

1101.2. What are the guidelines for determining “trade or
business” activity?
“Trade or business” is not specifically defined in section 162 of the
Internal Revenue Code. However, certain guidelines for deciding
whether a trade or business exists have been set forth in court
decisions and Internal Revenue Service rulings. Briefly stated, these
guidelines are:
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A. You started and carried on the activity in good faith with the
intention of making a profit or producing income;

B. You carried on the activity regularly, with a continuity of operation,
a continual repetition of transactions, or a regularity of activities;

C. The activity is your regular occupation or calling that you carry on
to make a living or a profit; and

D. You present yourself to the public as being engaged in the selling of
goods and/or services.

Any one of these factors standing alone is not enough to show that a
trade or business exists, but not all the factors need be present.

1102. Personal services.

1102.1. Are personal services required for income to count
toward Social Security?

Personal services are not required. You may carry on a business
through employees. Thus, absentee owners or silent partners can
derive income from a trade or business.

1102.2. Are limited partners covered by Social Security?

For taxable years beginning after 1977, limited partners are excluded
from Social Security coverage. Previously, limited partners could be
covered on the same basis as other partners.

1103. Does length of time engaged in an activity
determine a trade or business?

The length of time you engage in an activity usually is a factor in
determining if it is a trade or business. If the activity is seasonal or of
short duration, however, the period of time is not important.

Selling ice cream during the summer months or owning a grocery store
for a short time before selling it. The short time period would not
prevent the activity from being covered by Social Security.

1104. Can an illegal activity be a trade or business?

The illegality of an activity does not prevent it from being a trade or
business. For example, professional gamblers, bookies, etc. may be
engaged in a trade or business. If you are in this category, you are
considered self-employed and are required to report your income and
pay self-employment taxes.

1105. Can more than one trade or business be operated?

You may own more than one trade or business. For example, you may
operate both a wholesale grocery and a restaurant.
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1106. Is a hobby a trade or business?

A hobby is not generally a trade or business. If you buy and sell
stamps, pigeons, or coins to further the hobby rather than to make a
profit, the activity is not a trade or business. If you conduct these
activities to provide part or all of your livelihood, they may be a trade
or business.

Consideration of the guidelines in 81101, in combination with the facts
in each case, determine whether the activity is a trade or a business.

1107. Partnership defined. Definition of partnership.

1107.1. Are business partners self-employed?

Yes, business partners are self-employed. A partnership is generally
said to be created when two or more persons join together to carry on a
trade or business. Each partner contributes in one or more ways with
money, property, labor, or skill and shares in the profits and risks of
loss in accordance with the partnership agreement or understanding.

1107.2. How does intention relate to partnership?

The intention of the parties that join together to carry on a trade or
business is important in determining whether a partnership exists.
Intention of the parties is determined not merely from their
statements, but to a large degree, from how they carry on the business
with each other and with third parties. The abilities and contributions
of each partner and the control that each has over the operation of the
business are also important factors.

1107.3. Is a partnership the same for Social Security as
for income tax?

A partnership is the same for Social Security purposes as for income
tax purposes except that Social Security excludes coverage of a limited
partner in a limited partnership. Besides the ordinary partnership, the
term “partnership” for Federal income tax purposes includes a
syndicate, group, pool, joint venture, or any other unincorporated
organization that carries on a business. The term does not include
corporations, trusts, estates, or associations taxable as corporations.
(See 8825 for an explanation of these associations.)

1107.4. Must a partnership have a formal agreement?

No. Two or more persons, including husbands and wives, may be self-
employed as partners for income tax and Social Security purposes. This
may apply even if they do not operate under a formal partnership
agreement, and even if they are not considered partners under State
law because they have not complied with local statutory requirements.
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1107.5. Is a partnership the same as a joint venture?

For Federal income tax purposes and for Social Security purposes, a
partnership and a joint venture are essentially the same. The main
distinction is that a partnership involves a continuing enterprise while
a joint venture is usually for the accomplishment of a single project or
transaction.

1108. What factors indicate a partnership or joint
venture?

The following factors indicate a partnership or joint venture:

A. An intent on the part of two or more people to join together in good
faith to carry on a trade or business;

B. Contribution of capital or services to the business by each party;

C. A sharing of the right to participate in management decisions and
other responsibilities;

D. A sharing in the profits and risk of loss in accordance with the
parties' agreement; and

E. Neither person is an employee of the other.

All of these basic factors must be present for an arrangement to be
considered a partnership.

1109. Families and partnerships.

1109.1. May families form partnerships?

Yes. You may form valid partnerships with members of your family. For
instance, a husband and wife or parents and children may conduct a
business enterprise as a partnership.

1109.2. How is the validity of family partnerships
determined?

The determination regarding partnerships with family members in a
business depends on how you operate the business. You may have joint
funds or mutual management with your spouse, but the legal incidents
of the husband and wife relationship complicate the determination as
to whether the business is jointly operated more than if the parties
were unrelated. Merely “helping out” in the business or doing chores
does not establish a partnership.

In cases involving closely related parties, the factors that usually
indicate a partnership, such as the use of property, must be carefully
evaluated to determine whether they indicate the existence of a
partnership or a sole proprietorship.
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1110. What factors indicate a valid partnership?

The following factors help establish whether your business is
conducted as a partnership:

A. Copies of any written agreements entered into by the parties or
statements of the parties as to the terms of the arrangement;

B. Copies of partnership income tax returns on which the business
income was reported;

C. Corroboration from the other partner(s); and

D. Statements from disinterested third parties, such as suppliers,
wholesalers, customers, local business people, etc., who are familiar
with the manner in which your business was conducted.

1111. Does transfer of capital interest to a family
member make the member a partner?

Transfer of capital interest to a family member in a family partnership
to a member of the same family (including only his or her spouse,
ancestors and lineal descendants) generally makes the member a
partner if:

A. A bona fide transfer by gift or purchase of a capital interest in the
partnership has occurred;

B. The member actually owns the partnership interest and is vested
with dominion and control over it;

C. The partnership is one in which capital is a material income-
producing factor; and

D. A valid partnership was in existence before the transfer or was
created at the time of the transfer.

1112. Is an association taxable as a corporation or a
partnership?

An association taxable as a corporation (see §825) is not a partnership
for self-employment tax purposes because it is not considered a
partnership for income tax purposes.

1113. Writers receiving royalties.

1113.1. Are writers engaged in a trade or business?

Writers who receive royalties may be engaged in a trade or business.
Each case must be decided from the facts. A one-time venture of short
duration is usually not a trade or business, but a repetition of such
ventures would constitute a trade or business. Thus, if you write only
one book as a sideline and never revise it, the writing activities would
probably not be a trade or business. However, if you prepare new
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editions from time to time or write several books, the writing and
editing activities would be a trade or business.

1113.2. Is writing in combination with other activities
considered a trade or business?

You may engage in other related activities which, when considered
together with the writing activities, may be a trade or business. For
example, if you are a college professor who writes a book on business
administration and gives lectures and advice to business groups on the
same subject, you would probably be in a trade or business.

Note: For the effect of the receipt of royalties on the payment of
benefits, see §1812 (W).

1114. Nonprofessional fiduciaries.

1114.1. Are nonprofessional fiduciaries in a trade or
business?

Nonprofessional fiduciaries serve as executors or administrators in
isolated instances, and then only as personal representatives for the
estate of deceased friends or relatives. Generally, they are not engaged
in a trade or business, unless all of the following conditions are met:

A. There is a trade or business among the assets of the estate;

B. The fiduciary actively participates in the operation of this trade or
business; and

C. The fees of the fiduciary are related to the operation of the trade or
business.

1114.2. Can nonprofessional fiduciary activities be
considered a trade or business if they are
extensive?

Activities of a nonprofessional fiduciary of a single estate may be a
trade or business if they are of sufficient scope and duration. This may
occur when the executor manages an unusually large estate that
requires extensive management activities over a long period.

1115. Is a beneficiary of a trust operating a trade or
business engaged in the trade or business?

A beneficiary of a trust that operates a trade or business is not engaged
in the trade or business. This is because the trust rather than the
beneficiary is engaged in the activity. However, a trade or business that
is carried on by a conservator, committee, or guardian on behalf of an
incompetent is considered as carried on by the incompetent. This is
true even if the person has been legally adjudged as incompetent.
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Business carried on by executors or administrators of deceased's
estate.

1116. Business carried on by executors or administrators
of deceased's estate.

1116.1. When income is generated by a business that is
part of an estate, who receives the income?

When a business is part of an estate that is being administered, the
income from the business is income of the estate and not of the heirs.
This is true even if one or more of the heirs does the actual work and
keeps the proceeds, and even if the heir is the administrator of the
estate. However, this work may be a separate trade or business.

1116.2. When pay is received for running a business that
is part of an estate, how is it classified?

If you receive pay designated specifically from running the business (as
distinguished from an amount received as a distribution of estate
assets to an heir), it counts as earnings from self-employment. (See
also §1114 for rules where the administrator runs the business.)

1117. What categories of mail carriers are self-employed?
Star route mail carriers, contract mail messengers, contract postal
station operators, and contract postal branch operators work on a

contract basis and are self-employed, unless determined by the U.S.
Postal Service to be employees of that Service.

1118. Owner of land on which business is operated.

1118.1. When is an owner also a landlord?
Some facts that indicate an owner is a landlord are:

A. The owner’s right of entry on the land is limited to the right to
protect and maintain the property; and

B. The person occupying the land has:

1. Right to possession of the land;

2. Right to use of the land for his or her own purposes;

3. Right to use and possession for a definite period of time;
4. Obligation to pay rent;

5. Right to sublease; and

6. Control over the running of the business.

An owner of land can enter on it to prevent waste, make repairs, etc. In
the case of a farm, an owner may take part in formulating the farm
plan and may require the practice of good husbandry. An owner may
also furnish supplies and equipment and share in the cost of seed,
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fertilizer, and other expenses for maintaining the fertility of the land or
increasing its yield.

1118.2. Do these activities affect self-employment of the

tenant or owner?

Neither the exercise of these rights nor the furnishing of these goods is
inconsistent with a landlord-tenant relationship. In this case, the
tenant is a self-employed farm operator and the farm owner is a
landlord. The landlord's rental income counts for Social Security only if
he or she materially participates in the crop production, as explained
in §81221-1232.

1119. Definition of sharefarmer.

1119.1. When does a sharefarming arrangement exist?
A sharefarmer is a self-employed person. A sharefarming arrangement
exists if the arrangement provides for all of the following:
A. The sharefarmer undertakes to produce a crop or livestock on the
landowner's farm;
B. The sharefarmer receives a share of the crop or livestock, or a share
of the proceeds from their sale; and
C. The amount of the sharefarmer's share depends upon the amount
of the crop or the number of livestock produced.
If any one of these elements is not present, a “sharefarming”
relationship does not exist.
1119.2. What are the other possible relationships?
There may, however, be a landlord-tenant relationship, or the person
may be an employee of the landowner, or a partnership, or joint
venture may exist between them.
1120. “Undertakes to produce a crop” defined for
sharefarming arrangements.

1120.1. What is a “sharefarming arrangement”?

A “sharefarming arrangement” is one in which the sharefarmer
performs the labor for production of the crop. It is not one in which the
landowner agrees to participate in the day-to-day physical labor in the
production of the crop or livestock.

1120.2. What does “undertakes to produce a crop” mean?

The phrase “undertakes to produce a crop or livestock” means
performing or assuming the responsibility for performing substantially
all the physical labor involved in producing of the farm product.

268 Are You Self-Employed?



1120.3. What activities are included under this
definition?

Generally, this means that the tenant has the responsibility for caring
for the crop from the beginning up to and including harvesting. In some
circumstances, it may not include planting of the crop. For example, in
fruit raising operations, the planting of fruit trees, bushes, or plants
may have been done by the landowner in a prior year. This would not
alter the relationship of the parties to a sharefarming arrangement
with regard to the fruit crop.

1120.4. If the landowner harvests or sells the crop, does
the sharefarming arrangement remain?

The landowner may sometimes harvest or sell the crop produced. If the
person who produced a crop has the responsibility for planting, raising,
and caring for the crop or livestock during substantially all of the
growing period, the element of a sharefarming arrangement is still
met.

1120.5. What activities are excluded from “producing a
crop or livestock™?

Producing a crop or livestock does not include such specialized
activities as custom sheep shearing, custom harvesting, dusting, or
custom cultivating.

1121. Partnership or joint ventures between farm
owner and operator.

1121.1. When are a farm owner and operator in a
partnership?

If both the farm owner and the person working the land are involved in
the management and control of the farm operations or in the day-to-
day operations of the farm, they may be partners. (Some guidelines as
to the existence of a partnership are set out in §§1107-1112.)

1121.2. If the operator alone produces the crop or
livestock, is the arrangement a partnership?

No. In a partnership, the operator alone does not undertake to produce
the crop or livestock, even though the agreement may name one
partner to do the physical work and the other to contribute his capital,
credit, management services, etc. In this case both parties are farm
operators and self-employed.
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1122. Exclusions from trade or business.

1122.1. What exclusions apply to trade and businesses for
Social Security purposes?

The term “trade or business” does not include the following for Social
Security purposes:

A. Work as an employee, except newspaper vendors who are age 18 or
older;

B. Work by U.S. citizens performing services in the U.S. as employees
of a foreign government and, in some circumstances, as employees
of an instrumentality wholly owned by a foreign government, or an
international organization;

C. Employees of a State or political subdivision thereof who are paid
solely on a fee basis and whose services are not otherwise covered
as employment under a Federal-State coverage agreement (see
§1125);

D. Work as an employee or employee representative covered by the
Railroad Retirement system;

E. Work as a public official (except public officials of a State or
political subdivision thereof who are paid solely on a fee basis and
whose services are not covered under a Federal-State coverage
agreement) (see §1126);

F. Self-employment by members of certain religious sects exempt from
self-employment taxes;

G. Services performed by ordained, commissioned or licensed
ministers if they elected to be exempted from coverage under the
Internal Revenue Code, and by members of religious orders who
have not taken a vow of poverty;

H. Services performed by Christian Science practitioners, if they have
elected to be exempted from coverage under the Internal Revenue
Code; or

I. Deemed self-employment income of employees of church or church-
controlled organizations that have elected to be exempt from
payment of Social Security taxes for its employees.

1122.2. What trade or business rules apply to religious
orders?

The term “trade or business” does not include services by a member of
a religious order who has taken a vow of poverty when these services
are performed in the exercise of the duties required by the order.
However, effective October 30, 1972, these services may be covered as
employment for the order if the order irrevocably elects coverage for its
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entire active membership and its lay employees. (For rules that apply
see §932.)

1123. Are newspaper vendors self-employed?

Newspaper vendors who are age 18 or older are covered as self-
employed persons if they are excluded from coverage as employees
under the rules stated in §8929-930. Newspaper vendors under age 18
are considered as self-employed only if they are independent business
people.

1124. Are employees of foreign governments self-
employed?

Services are considered self-employment (and excluded from
employment) if they were performed in the U.S. by U.S. citizens who
are employees of:

A. A foreign government;
B. An instrumentality wholly owned by a foreign government; or
C. An international organization.
1125. State and local government employees.
1125.1. If Federal-State coverage for a government

employee is not provided, are earnings covered as
self-employment?

If you performed services after 1967 that were:

A. Compensated solely on a fee basis performed as an employee of a
State or political subdivision of a State; and

B. Not covered under a Federal-State coverage agreement, then Your
earnings must be counted as self-employment earnings.

1125.2. Are exceptions applicable?

If you were an employee who in 1968 performed services as described
above, you could have made an irrevocable election not to have such
fees constitute net earnings from self-employment for 1968 and later.

1125.3. How is this exception obtained?

The exclusion of fees from net earnings would have been obtained by
filing the certification of election with the Internal Revenue Service on
or before the due date of your tax return for 1968. If you did not file this
certification, you must count the earnings as self-employment
earnings.
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1125.4. If the services are covered by an agreement with
the Secretary of HHS and the state, how are
earnings counted?

If the services are covered under an agreement between the Secretary
of Health and Human Services and the State for which the services are
rendered, as described in Chapter 10, the services are covered as
employment.

1126. Public office holders.

1126.1. Are public office functions a trade or business?

The performance of functions of a public office is excluded by the Social
Security law from the term “trade or business.” A “public office”
includes any elective or appointive office of the Federal Government, of
a State or its political subdivisions, or of a wholly-owned
instrumentality.

1126.2. What public offices are covered by this exclusion?

Public offices not considered a trade or business include, among many
others, the President, the Vice President, members of the President's
Cabinet, governors, mayors, members of Congress, State represen-
tatives, county commissioners, judges, county or city attorneys,
marshals, sheriffs, registrars of deeds, and notaries public.

1126.3. Are earnings from other activities covered as

Social Security earnings?

If a public official engages in an activity that is not part of the function
of the public office, the income from that activity may be covered.

1126.4. When is a public official covered as an employee
of a State or local government?
A public official may be covered as an employee of a State or local
government under the conditions set out in Chapter 10
1126.5. What public officials are covered as employees of
the Federal government?
The President, the Vice President, members of the President's Cabinet,
and members of Congress, among others, are covered as employees of
the Federal Government effective January 1, 1984. (See §940.)

1127. Federal court reporters.

1127.1. How are Federal court reporters paid?
Federal court reporters receive a salary from the Federal Government.
They are also paid fees by the litigants for furnishing copies of
transcripts.
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1127.2. Is the employee’s salary covered by Social
Security?

The salary paid to the employee is not covered by Social Security,
unless work for the Federal Government began after 1983, because it is
covered by the Civil Service Retirement System. (See §940.)

1127.3. Are fees counted as income by Social Security?

The fees are counted as income from a trade or business and are
covered by Social Security. They are not considered pay for work as a
public employee or a public official.

1127.4. How is coverage determined?

The coverage of fees received by State court reporters depends upon
the wording of the State law creating these positions. Work that the
State law requires to be done is performed by the reporter as an
employee. It may be covered by Social Security only if the job is
included in a Federal-State coverage agreement as explained in
Chapter 10. Fees for work not required by State law are normally
earnings from self-employment covered by Social Security.

1128. When may members of certain religious groups
receive an exemption from the Social Security tax?

As a member of certain religious groups, you may qualify for an
exemption from the Social Security tax. You must waive your rights to
all benefits under the Social Security Act, including hospital insurance
benefits. You may be either an employee or self-employed. The
following requirements must also be met:

A. You must be a member of a recognized religious sect that has
established tenets and teachings by which you are conscientiously
opposed to accepting benefits under a private or public insurance
plan. This includes benefits such as payments in the event of death,
disability or retirement, or payments towards the cost of medical
care (including the benefits of any insurance system established by
SSA);

B. Beginning after December 31, 1988, your wages are not subject to
Social Security tax when you are paid by your employer if you and
your employer are members of such a religious group. Both you and
your employer must have approved applications for exemptions as
provided in 81129. The employer for the purpose of this exemption
is:

1. A self-employed individual,
2. A partnership provided all the partners have approved
exemptions;

Are You Self-Employed? 273



3. Effective with remuneration paid after December 31, 1988, a
church or a church-controlled organization if the organization
has in effect an exemption from payment of Social Security
taxes (IRS Form 8274, Certification by Churches and Qualified
Church-Controlled Organizations Electing Exemption from
Employers Social Security Taxes) on its employees;

C. You have never received or been entitled to any benefits payable
under Title Il (Federal Old-Age, Survivors, and Disability
Insurance) or Title XVIII (Health Insurance for the Aged and
Disabled) of the Social Security Act;

D. The religious group of which you are a member has been in
existence continuously since December 31, 1950; and

E. The religious group makes reasonable provision for its dependent
members and has done so since December 31, 1950.

1129. Claiming the tax exemption.

1129.1. How can the Social Security self-employment tax
exemption be claimed?

To claim the exemption, you must file IRS Form 4029 (Application for
Exemption From Social Security Taxes and Waiver of Benefits) with the
IRS. The application for exemption must be filed on or before the due
date for the tax return for the first taxable year in which you have self-
employment income or are a member of an approved organization.

1129.2. How long does the exemption remain in effect?

Once granted, the exemption remains in effect until you or the
religious group of which you are a member ceases to meet the
requirements stated in §1128. If the exemption and waiver cease to be
effective, any future Social Security benefits are payable only based on
your earnings beginning with the first taxable year that the exemption
is not in effect.

1130. Ministers, members of religious orders, and
Christian Science practitioners.

1130.1. Are ministers self-employed?

Ministers, members of religious orders who have not taken a vow of
poverty, and Christian Science practitioners are covered as self-
employed for Social Security purposes beginning in 1968, for their
services as a minister, member, or practitioner.

1130.2. How are earnings reported?

You should report your income from these services as net earnings from
self-employment, even if you perform your services as an employee.
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1130.3. Is an exemption available?

Ministers, members, or practitioners who are conscientiously opposed
to, or because of religious principles are opposed to, the acceptance of
benefits based on their earnings from these services may elect to be
exempt from coverage by applying to IRS for an irrevocable exemption.
(See 881131-1132))

1130.4. Can the exemption ever be revoked?

Under a special provision of the 1977 amendments to the Social
Security Act, individuals who had filed for exemption were given an
opportunity to revoke the exemption. The revocation had to be filed
before the due date of the income tax return for the individual's first
taxable year beginning in 1978. Under the Tax Reform Act of 1986,
enacted on October 22, 1986, individuals who had filed for exemption
were again given an opportunity to revoke the exemption. The
revocation had to be filed before the individual became entitled to
Social Security benefits and no later than the due date (including any
extension) of the Federal income tax return for the individual's first
taxable year beginning after the date of enactment. The Ticket to Work
and Work Incentives Improvement Act of 1999 allows members of the
clergy who previously opted not to be covered under Social Security a
two-year window in which to elect to be covered. The provisions of this
law apply to services performed in taxable years beginning January 1,
2000. The application for revocation of the exemption must be filed
with the IRS no later than the due date of the Federal Income Tax
Return (including extensions) for the applicant's second taxable year
beginning after December 31, 1999. Therefore, the application for
revocation must be filed by April 15, 2002 or October 15, 2002
(including all available extensions) respectively.

1130.5. What were the rules before 1968?

Before 1968, a minister, member or practitioner was exempt from
coverage as self-employed, unless the person chose to be covered by
filing a Form 2031 (Waiver Certificate To Elect Social Security Coverage
for Use by Ministers, Certain Members of Religious Orders, and
Christian Science Practitioners) with the IRS within a specified period.
If you chose to be covered, you may not elect to be exempt from
coverage for services performed as a minister, member, or practitioner
for taxable years ending after 1967.

1130.6. Who is classified as a minister or practitioner?

A minister must be duly ordained, commissioned, or licensed by a
church or church denomination. (See 8§934.)

A Christian Science practitioner is one who is a member in good
standing of the Mother Church, the First Church of Christ, Scientist,
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in Boston, Massachusetts, and who practices healing in accordance
with the teachings of Christian Science. Christian Science
practitioners are specifically exempted from licensing by State laws.
Some Christian Science practitioners also do work as Christian Science
teachers and lecturers.

1130.7. Is income from teaching or lecturing treated
differently from that received for work as a
practitioner?

Income received by practitioners as teachers and lecturers is treated
the same as income from their work as practitioners. Christian Science
readers have the status of ordained, commissioned, or licensed
ministers, and are covered in the same way as ministers.

1130.8. Are members who have taken vows of poverty
covered by Social Security?

A member of a religious order who has taken a vow of poverty is not
covered as a self-employed individual, but may be covered as an
employee of the order if the order elects Social Security coverage for its
members. (See §932.)

1131. Exemptions from self-employment coverage.

1131.1. Who can obtain exemptions from self-employment
coverage?

An exemption from self-employment coverage under Social Security
can be obtained by:

A. Any duly ordained, commissioned, or licensed minister of a church,
member of a religious order who has not taken a vow of poverty; or

B. Any Christian Science practitioner who is conscientiously opposed,
or because of religious principles is opposed, to the acceptance of
Social Security benefits (or other public insurance providing similar
benefits) based on services as a minister, member or practitioner.

1131.2. How is an exemption obtained?

An exemption is obtained by the timely filing with IRS of a Form 4361

(Application for Exemption From Self-Employment Tax for Use by

Ministers, Members of Religious Orders, and Christian Science

Practitioners).

Applications filed after 1986 must also contain a statement that you
have informed the ordaining, commissioning or licensing body of the
church, or order of your opposition to the acceptance of Social Security
benefits.

1131.3. Can the exemption be revoked?

Generally, this exemption is irrevocable. See §1130.4 for exemptions.
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1131.4. What income is covered by the exemption?

The exemption applies only to net earnings from the exercise of the
ministry, in the exercise of the duties required by the religious order, or
from the practice as a Christian Science practitioner. Once having filed
a valid application for exemption, a minister, member, or practitioner
cannot later acquire Social Security credit for earnings from these
services. However, Social Security taxes will continue to be paid by any
minister, member, or practitioner filing such a certificate on any other
self-employment income or covered wages.

1132. Time limit to file for exemption.

1132.1. What is the time limit to file for an exemption?

The time limit to file for an exemption with the IRS is the due date of
the tax return (including extensions) for the second taxable year
(whether or not consecutive) in which you had net earnings from self-
employment of $400 or more. Any part of your self-employment
earnings of $400 or more derived from services as a minister, member
of a religious order, or Christian Science practitioner applies.

1132.2. When does the application become effective?

A valid application for exemption is effective for the first taxable year
ending after 1967 for which you had net earnings of $400 or more,
some part of which is derived from services as a minister, member, or
practitioner.

1133. Are services by chaplains self-employment?

No, service by a chaplain who is an ordained, commissioned, or
licensed minister as an employee of the U.S., a State or political
subdivision, or a foreign government is not self-employment. However,
a chaplain may be covered as an employee of a State or local
government (see Chapter 10) or as a member of the uniformed services
of the U.S. (See §8948-960.)

1134. Crews on fishing boats.

1134.1. What fishing activities are considered a trade or
business?

Services performed after December 31, 1954, by a person on a boat
engaged in catching fish or other forms of aquatic life constitute a trade
or business if the following conditions are met:

A. An arrangement exists between the person and the owner or
operator of the boat whereby the person does not receive any
remuneration other than a share of the catch or a share of the
proceeds of the sale of the catch;
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B. The amount of the share depends on the amount of the catch; and

C. The operating crew of the boat is normally made up of fewer than
10 persons.

If all of the conditions are met, with one exception, the person is self-

employed.

1134.2. What exception applies?

The exception applies if:

A. You received a share of a boat's catch of fish or other aquatic animal
life (or a share of the proceeds therefrom) after December 31, 1954,
and before October 4, 1976, for services performed on the boat after
December 31, 1954; and

B. The boat's owner or operator reported such share as wages under
the Federal Insurance Contributions Act (FICA).

If one or more of the three conditions in 1134.1 is not met or the

exception applies, the person's status must be determined under

common-law rules. (See §8802-823.)

1134.3. What rules apply after 1994?

Services after 1994 constitute a trade or business if you continue to

meet all the requirements above and receive certain cash

remuneration that:

A. Does not exceed $100 per trip;

B. Is contingent on a minimum catch; and

C. Is paid solely for additional duties (such as mate, engineer, or cook)
for which additional cash remuneration is traditional in the
industry.

1134.4. How is the size of the crew calculated?

The operating crew of a boat is treated as made up of fewer than 10

individuals if the average size of the operating crew on trips made

during the preceding four calendar quarters consisted of fewer than ten
individuals.
1134.5. When is the provision effective?

The new provision provided above is effective for payments after

December 31, 1994. In addition, the provision applies to a payment

made after December 31, 1984, and all years before January 1, 1995,

unless the payer subjected the payment to FICA tax.

1134.6. If the conditions are not met, what rules apply?

If all of the conditions with respect to services performed after 1994 are
not met, apply common-law rules.
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1135. Real estate agents and direct sellers.

1135.1. Are real estate agents self-employed?

Effective January 1, 1983, certain qualified real estate agents are
treated as self-employed persons. To be considered self-employed, you
must:

A. Be a licensed real estate salesperson;

B. Derive substantially all payment received for services performed as
a real estate salesperson directly from sales or other output, such
as appraisal activities, rather than from the number of hours
worked; and

C. Perform the services under a written contract or agreement which
stipulates that you will not be treated as an employee with respect
to the services for Federal tax purposes.

1135.2. What direct sellers are self-employed?

Effective January 1, 1996, The Small Business Job Protection Act of
1996, H.R. 3448, Section 1118 expanded the definition of “Direct
Sellers” to include persons engaged in the delivering or distribution of
newspapers or shopping news for Federal income tax purposes. To be
considered self-employed, you must:

A. Be engaged in the trade or business of selling (or soliciting the sale
of) consumer products:

1. To any buyer on a buy-sell basis, a deposit-commission basis, or
any similar basis, for resale (by the buyer or any other person)
in the home or in other than a permanent retail establishment;

2. In the home or in other than a permanent retail establishment;
or

3. Beengaged in the trade or business of the delivering or
distribution of newspapers or shopping news (including any
services directly related to such trade or business);

B. Derive substantially all payment for services performed as a direct
seller directly from the sales of the product or the performance of
services such as motivation, training, and recruitment activities,
rather than from the number of hours worked; and

C. Perform the services under a written contract or agreement that
stipulates you will not be treated as an employee with respect to
the services for Federal tax purposes.

1135.3. What are the rules if these conditions are not met?

If all conditions are not met, your status as a real estate agent or direct

seller must be determined under the common-law rules. (See §8802-

823.)
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1136. Certain church employees treated as self-employed.

1136.1. Can churches exclude income from employees
from Social Security taxes?

Any church or church-controlled organization in existence on
September 30, 1984, opposed for religious reasons to the payment of
Social Security taxes, could make an election by October 31, 1984, to
exclude from employment the services performed by its employees.

Any organization created after September 30, 1984, must file prior to
the first date on which a quarterly employment tax return would
otherwise be due if it wishes this exclusion.

1136.2. How is the exemption filed?

An election is made by filing with the IRS Form 8274 (Certification by
Churches and Qualified Church-Controlled Organizations Electing
Exemption from Employers Social Security Taxes). This election applies
to services performed after 1983.

1136.3. What is the impact of excluding services from
Social Security?

Where the exclusion is applicable, the services of those employees
affected will be treated as services in a trade or business and covered
as self-employment.

All present and future employees of churches and qualified church-
controlled organizations that elect to exclude their employees' services
from employment for Social Security purposes will be liable for self-
employment taxes with respect to income from such services performed
on or after January 1, 1984. Beginning with 1986, these persons must
compute their “church employee income” separately from other
earnings they may have from any other trade or business.

1136.4. How is “church employee income” defined?
For this purpose, “church employee income” is the gross income for
service as an employee of the church. No deductions are made. The
income is subject to $100 rather than $400 floor taxation and coverage
(see §1201.1). The limitations of $100 unreduced by expenses also
applied to income in 1984 and 1985.

1136.5. Does the exemption apply to church employee
income?

As of 1986, the exemption from self-employment tax on grounds of
religious belief (see §1128) does not apply to “church employee income.”

1136.6. Is the exemption revokable?

The Tax Reform Act of 1986 permits a church or church-controlled
organization that has elected not to pay Social Security employer taxes
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to revoke its election. This provision is effective as of October 22, 1986,
the date of enactment of the Tax Reform Act of 1986.
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NET EARNINGS FROM SELF-EMPLOYEMENT —
GENERAL

1200. Net earnings from self-employment.

1200.1. How are net earnings from self-employment
calculated?

To calculate the net earnings from self-employment, follow the steps
below:

A. Add up your total gross income as calculated under the income tax
law. Include income from all your trades and businesses.

B. Subtract all the deductions, including the allowances for
depreciation that you are allowed when you calculate your income
tax from the result in (A). This gives you your net earnings.

Note: If you have more than one business, calculate net earnings by
adding up the net profits or losses from all the businesses. Net
earnings also include any ordinary income or loss from partnerships. If
any part of your income is included in gross earnings from self-
employment, expenses connected with this income cannot be deducted.

1200.2. Are there other ways of calculating net earnings
from self-employment?

Under certain circumstances, optional methods of computing net
earnings from self- employment are available. For a discussion of these
methods, see 8§1233-1235and §§1241-1244.

1200.3. What resources are available to help with
calculations?

Definitions of terms used in calculating income for income tax purposes
also apply to calculating net earnings from self-employment. For
further information on these calculations, see the tax guides available
from any Internal Revenue Service office, especially: Farmer's Tax
Guide, Internal Revenue Service Publication No. 225, and Tax Guide
for Small Business, Internal Revenue Service Publication No. 334.

1201. Self-employment income.

1201.1. What is “self-employment income”?
Self-employment income means your net earnings from self-
employment for a taxable year. The following qualifications must be
met:

A. Your net earnings for the taxable year must be at least $400;

Note: Certain church employees who are treated as self-employed
must report earnings of $100 or more (see §1136). See §81233-
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1235and 881241-1244 about the optional methods of computing net
earnings.

B. Your trade or business must be covered by Social Security; and

C. If you are a nonresident alien, your earnings are not considered
self-employment income except as provided by an international
agreement (see§ 107).

1201.2. What are the limits on self-employed income?

Self-employment income cannot exceed the amounts listed in the table
below. Any wages covered by Social Security that you earned during
the taxable year must be subtracted from the limits shown below.

Self-Employment Income Limits

If the taxable year | Then your self-employment
is... income limit is...
1951-1954 $3,600
1955-1958 $4,200
1959-1965 $4,800
1966-1967 $6,600
1968-1971 $7.800
1972 $9,000
1973 $10,00
1974 $13,200
1975 $14,100
1976 $15,300
1977 $16,500
1978 $17.700
1979 $22.900
1980 $25,900
1981 $29,700
1982 $32.400
1983 $35,700
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If the taxable year | Then your self-employment
is... income limit is...
1984 $37.800
1985 $39.,600
1986 $42.000
1987 $43,800
1988 $45.,000
1989 $48.000
1990 $51,300
1991 $53.,400
1992 $55,500
1993 $57.600
1994 $60,000
1995 $61,200
1996 $62.700
1997 $65.400
1998 $68.400
1999 $72.600
2000 $76,200
2001 $80,100

1201.3. What are the limits beginning in 1998?

Amounts for taxa